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Summary 
 
This research is comprised of three interrelated stages of a broader study of the 
climate change-related corporate governance disclosure practices of Australian 
companies. More particularly, this study focuses on the disclosures that provide 
information about the policies and procedures the organisations have in place for 
addressing various issues associated with climate change. The first stage of the study 
investigates the climate change-related corporate governance disclosure practices of 
five major Australian energy-intensive companies over a 16-year period (from 1992 to 
2007). The five companies are BHP Billiton (manufacturing/mining), Caltex (oil 
refinery), Origin Energy (oil, gas, and electricity), Rio Tinto (manufacturing/mining) 
and Santos Limited (oil and gas).  
 
A content analysis research method was adopted to investigate disclosures within 
annual reports and standalone social and environmental (or sustainability) reports. In 
doing so, a disclosure index has been developed, consisting of 25 specific climate 
change-related corporate governance issues under eight general categories, to classify 
climate change-related governance disclosures provided by the respective companies. 
A total of 80 annual reports and 24 social and environmental (or sustainability) reports 
of the five listed Australian companies (identified earlier) formed the basis for the 
results of this stage. The result of this stage shows that over time, companies are 
increasingly disclosing more information in relation to climate change-related 
corporate governance practices; however, in many instances the disclosures provide 
limited insights into the climate change-related risks and opportunities confronting the 
sample companies. 
 
 
Whilst the first stage of the study focuses on what information companies are 
disclosing, the second stage investigates what different groups of stakeholders believe 
companies should disclose. Using an online survey tool called survey-monkey, this 
stage asked a group of stakeholders (users of information with expertise in relation to 
what information should be disclosed) including institutional investors, government 
bodies, environmental NGOs, environmental consultancies, researchers and 
accounting professionals, to rank the 25 specific climate change-related corporate 
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governance disclosure issues developed in stage one of the study. All 25 issues 
received mean scores between 3.5 and 4.5 showing that the respondents unanimously 
considered the issues in the index to be at least ‘important’ in assessing organisations’ 
climate change-related corporate governance practices. Stage two also found six 
additional issues recommended by the respondents that led to the development a final 
index of 31 issues under eight general categories. Thus the second stage of the study 
effectively utilised the disclosure index developed in stage one to build a ‘best 
practice disclosure index’ by using experts’ opinions.  
 
Taken together, the results of the previous two stages indicate that Australian 
companies’ climate change-related corporate governance disclosure practices fall well 
short of the best practice disclosures recommended by the sample of expert users. 
With this low level of disclosures it would arguably be very difficult for stakeholders 
to make an assessment of the potential climate change-related risks companies and 
their stakeholders are facing. Therefore the aim of the third and final stage of the 
study is to explain the reasons for the low level of climate change-related corporate 
governance disclosures by Australian companies. By interviewing senior executives 
of the sample companies identified in stage one, stage three finds the following issues 
appear to contribute to the apparent lack of disclosure: the existence of an 
expectations gap; the costs of providing information outweigh perceived benefits; the 
cost of providing commercially sensitive information; the limited accountability held 
by the companies; and a lack of demand for information from powerful stakeholder 
groups, either singly or in combination. In highlighting the gap in disclosure, this 
study suggests strategies to reduce the gap in climate change-related corporate 
governance disclosures.  
 
This is the first known study that provides a longitudinal study investigating 
Australian companies’ climate change-related disclosure practices within their 
corporate governance context. The best practice disclosure index developed in this 
study would be of relevance to companies seeking to provide information, or for those 
parties seeking to evaluate or assess information in relation to climate change-related 
corporate governance practices. The lack of climate change-related corporate 
governance disclosures by companies and the potential reasons for such non-
disclosure that have been identified in this broader study, should assist both report 
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preparers and users. Companies would be able to focus on areas where stakeholders’ 
disclosure expectations are perceived as not being met, specifically in the area of 
strategic planning around carbon emissions and production. In highlighting the lack of 
disclosure, this study provides further impetus for strategies to increase the extent and 
quality of climate change-related corporate governance disclosures. It would assist 
report users by providing more clarity with respect to their needs for information. 
This research should also assist accounting regulators and legislators in developing 
reporting requirements that satisfy stakeholder demands for climate change-related 
corporate governance information. 
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Chapter One: Introduction 
 
 
1.1 Introduction  
 
This study consists of three separate, but inter-related, studies overarching a common 
theme labelled as ‘climate change-related corporate governance disclosure practices’. 
The first stage of the study investigates the current climate change-related corporate 
governance disclosure practices of five major Australian emission-intensive 
companies over a 16-year period. The second stage of the study investigates different 
groups of stakeholders’ perceptions about what companies should disclose in relation 
to climate change-related corporate governance practices. The third and final stage of 
the study investigates the reasons for the low level of climate change-related corporate 
governance disclosures by Australian companies. Thus this study is an attempt to 
extend our knowledge to an unexplored area that directs attention towards 
corporations’ climate change-related corporate governance disclosure practices, an 
area that fails to be in the spotlight of social and environmental accounting literature. 
Taken together, the three studies enhance and advance social and environmental 
accounting research using various methodological lenses and perspectives. The 
following sections of this chapter present the significance of the study, followed by an 
overview of the three interrelated research stages, the development of research 
methods and an outline of the remaining chapters.  
1.2 Significance of the study 
 
Climate change is a major environmental issue of concern to the global community. 
Evidence indicates that climate change is occurring, in large because of human 
activities, particularly the burning of fossil fuels, and that there will be significant 
global environmental, social and financial impacts throughout the world if a timely 
and appropriate strategy for addressing climate change is not implemented within the 
very near future (IPCC, 2001, 2007a). In their third assessment report, the 
Intergovernmental Panel on Climate Change (IPCC) identified that world 
temperatures have already risen 0.6°C in the twentieth century, mainly as a 
consequence of human activities. This temperature is projected to increase a further 
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1.4-5.8°C during the twenty-first century. Because of this global warming the 
frequency and intensity of extreme weather events is believed to be increasing, which 
will lead to changes in sea levels, ice and snow cover, plant and agricultural 
productivity, coastal erosion and other indicators of global biological and physical 
integrity. 
 
Correspondingly, climate change and associated risks are increasingly being 
recognised by corporate managers as one of the most important business challenges 
they face in the twenty-first century (Deegan, 2010). Many multinational 
organisations are facing challenges and pressures regarding their climate change-
related business practices from a wide range of stakeholders, including regulatory 
bodies, customers, and shareholders (Hoffman, 2006). There is also increasing 
demand from various stakeholder groups for companies to publicly report information 
about their climate change-related business practices (Global Reporting Initiative & 
KPMG, 2007). 
 
As elsewhere, within Australia climate change has the potential to create immense 
social and environmental problems. Australia’s high-energy consumption and reliance 
on fossil fuels has caused significant greenhouse gas (GHG) emissions, notably the 
highest per capita emissions in the world (Australian Greenhouse Office, 2006). A 
wide range of industries in Australia will be affected by the potential economic and 
social impacts of climate change (Preston & Jones, 2006). In this regard, in a research 
paper focusing on climate change-related practices adopted by 100 Australian 
companies, AMP Henderson (2002) found that approximately 50% of respondent 
organisations considered the risk of climate change at the corporate board level, and 
believed that climate change is an issue that will contribute significantly to future 
business risks. Consistent with findings in the Australian context, the McKinsey 
Quarterly (2007) survey found that 60% of global executives surveyed consider 
climate change as strategically important for their company for things such as product 
development, investment planning and brand management (such as media attention on 
climate change, corporate reputation, and customer preference). 
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Given the risks that climate change poses to business, it is logical that climate change-
related policies and procedures be incorporated within companies’ corporate 
governance practices. To assess potential risks, stakeholders would need to know the 
policies and procedures (governance structures) an organisation has put in place to 
manage the climate change aspects of its performance (climate change-related 
corporate governance practices) rather than simple output measures (for example, 
levels of emissions). This study uses the term ‘climate change-related corporate 
governance disclosures’ to refer to corporate disclosures about the policies and 
procedures the respective organisations have in place for addressing risks and 
opportunities associated with climate change.  
 
During the past few decades several researchers have investigated corporations’ 
environmental disclosure practices (see for example, Guthrie & Parker, 1989; Tilt, 
1994; Gray, Kouhy & Lavers, 1995a; Deegan & Gordon, 1996; Deegan, Rankin & 
Tobin, 2002; O’Donovan, 2002; Deegan & Blomquist, 2006). However, very little is 
known about a subset of these disclosures, specifically climate change-related 
disclosure practices within the corporate governance context. Prior research also 
indicates that there is an increasing demand from various stakeholder groups for 
companies to publicly report information about their climate change-related business 
practices (Bebbington & González, 2008; Kolk & Pinkse, 2007; PLEON, 2007). 
However, currently it is somewhat unclear what types of information stakeholders 
expect in relation to climate change-related corporate governance practices. This 
study argues that it is important to understand companies’ actual disclosure practices, 
as well as what information stakeholders expect companies to disclose, to ascertain 
whether the information being disclosed by the companies conforms to the 
expectations of the stakeholders. Answering this question will lead this study to 
examine the reasons for any possible lack of climate change-related corporate 
governance disclosures by Australian companies.  
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1.2.1 Research objectives 
 
Consequently, the three main research objectives of this study are: 
 
1. To investigate the nature of the climate change-related corporate governance 
disclosure practices of business organisations in Australia. 
 
2. To investigate different groups of stakeholders’ perceptions about what 
companies should disclose in relation to climate change-related corporate 
governance practices.  
 
3. To investigate the reasons for any potential lack of climate change-related 
corporate governance disclosures by companies. 
1.3 An overview of the development of the three research stages  
 
This research examines the above research objectives in three stages. Figure 1.1 
below presents these three stages, illustrating the steps required to meet each research 
objective and the research methods by which each stage of the investigation is 
conducted (in this figure CCCG refers to ‘climate change-related corporate 
governance’). The three research stages are discussed separately in the following three 
sub-sections.  
1.3.1 Stage one 
 
The first stage of the study investigates the current climate change-related corporate 
governance disclosure practices of five major Australian emission-intensive 
companies over a 16-year period (1992-2007). This is the period attributable to the era 
of increased public pressure and government policy towards climate change. There is 
a general lack of a longitudinal study investigating the changing disclosure behaviours 
of companies in relation to climate change-related corporate governance practices. 
This lack has motivated the conduct of this research, which attempts to fill the gap by 
adding to the existing body of knowledge on the nature of climate change-related 
corporate governance disclosure practices of Australian companies. This stage of the 
research involves the development of a disclosure index consisting of 25 specific 
climate change-related corporate governance issues under eight general categories.  
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Figure 1.1: Three stages of the study representing the objectives and methods 
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Therefore, this index is used to investigate companies’ disclosures within annual 
reports (1992-2007) and stand-alone social and environmental reports (2002- 2007). 
 
It is argued that reports that provide information about the existence, or non-existence, 
of the 25 governance practices, would provide useful (high-quality) insights, whereas 
reports that provide little information would not be useful in assessing the companies’ 
response to climate change risks. In looking at the disclosure levels, the study 
concludes that although over the years there has been an increasing disclosure trend, 
there is a lack of corporate disclosure by major Australian companies in relation to 
climate change-related corporate governance practices.     
1.3.2 Stage two  
 
In the second stage, survey research is undertaken to investigate what different groups 
of stakeholders perceive companies should disclose in relation to climate change-
related corporate governance practices. The preliminary index developed in stage one 
was further informed, validated and refined by the survey findings from experts 
across a range of relevant stakeholder groups. The results of the second stage 
highlight that the expert respondents unanimously considered all issues in the index 
developed in stage one, to be at least ‘important’ in assessing organisations’ climate 
change-related corporate governance practices. The study also finds six additional 
issues recommended by the respondents, which then led to the development of a final 
index of 31 issues under eight general categories. Thus the second stage of the study 
effectively utilises the disclosure index developed in stage one to build a ‘best 
practice disclosure index’ by using experts’ opinions. The index represents the most 
comprehensive list generated to date in relation to climate change-related corporate 
governance disclosure practices.  
1.3.3 Stage three  
 
In comparing the low level of disclosures of climate change-related corporate 
governance practices of companies in stage one with the best practice index in stage 
two, it is argued that Australian companies’ climate change-related corporate 
governance disclosure practices fall well short of the best practice disclosures 
recommended by the sample of expert users. With the low level of corporate 
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disclosures, it would be very difficult for the stakeholders to be able to make an 
assessment of the potential climate change-related risks companies are now facing. 
Therefore, the third and final stage of the study utilises in-depth interviews with 
senior executives to examine the reasons for the potential low level of climate change-
related corporate governance disclosures by Australian companies. The results of this 
stage show possible reasons that might offer an explanation for the lack of 
disclosures, those being, the existence of an expectations gap, the costs of providing 
information outweigh perceived benefits, the cost of providing commercially sensitive 
information, the limited accountability being accepted by the companies, and a lack of 
demand from powerful stakeholders. This stage of the study also suggests strategies to 
potentially reduce the lack of climate change-related corporate governance 
disclosures.  
1.4 Research methods for the three stages: an overview 
 
Different research methods were adopted for each stage of this study. Stage one 
involved an annual report and stand-alone report content analysis. Stage two consisted 
of an online survey, and stage three comprised in-depth interviews. As every research 
project needs to consider its associated ethical issues, this research project received 
the necessary ethics approval from the RMIT Business Human Research Ethics Sub-
Committee. An overview of the development of the research methods of this study is 
provided below. 
1.4.1 Stage one 
 
In stage one a preliminary disclosure index was developed consisting of 25 specific 
climate change-related corporate governance issues under eight general categories. 
The index was developed on the basis of six expert guides provided by various 
research organisations and NGOs with respect to what elements should be included 
within a corporate governance system that properly addresses climate change. 
Utilising this disclosure index, a content analysis of annual reports (1992-2007) and 
stand-alone reports (2002-2007) was then performed to explore the climate change-
related corporate governance disclosure practices of five major Australian emission-
intensive companies. The five companies were BHP Billiton (manufacturing/mining), 
Caltex (oil refinery), Origin Energy (oil, gas, and electricity), Rio Tinto 
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(manufacturing/mining) and Santos Limited (oil and gas). A total of 80 annual reports 
and 25 stand-alone reports formed the basis of the result. A content analysis of annual 
and sustainability reports over a long period of time provides the opportunity to 
develop an understanding about how organisations’ climate change-related corporate 
governance disclosure practices have changed over time. The research method 
employed in this stage is detailed in Chapter 5.  
1.4.2 Stage two 
 
Stage two of this study involved the development and administration of an online 
survey in order to examine what different groups of stakeholders perceived companies 
should disclose in relation to climate change-related corporate governance practices. 
Using an online survey tool called survey-monkey, this stage of the study asked a 
group of experts within different stakeholder groups (including institutional investors, 
government bodies, environmental NGOs, environmental consultancies, researchers, 
and accounting professionals) to rate the importance of 25 specific climate change-
related corporate governance disclosure issues developed in the first stage of the 
study. The research method employed in this stage is detailed in Chapter 6. 
1.4.3 Stage three  
 
In stage three, face-to-face and telephone interviews were conducted with 
representatives of the five companies identified in stage one of the study to examine 
the reasons for the potential lack of climate change-related corporate governance 
disclosures by Australian companies. Six in-depth interviews with the senior 
executives of the selected companies were undertaken over a two-month period from 
September 2010 to October 2010.  The research method employed in this stage is 
detailed in Chapter 7. 
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1.5 Organisation of remaining chapters 
 
The balance of this broader study is organised as follows. Chapter 2 provides an 
overview of a specific environmental issue of concern – climate change. In particular, 
how climate change becomes an environmental issue of concern, how business sectors 
affect and will be affected by the impact of climate change, and how global climate 
change-related policies, stakeholders’ concern and corporate responses have changed 
over time will be highlighted with a particular focus on Australia. The chapter then 
discusses how companies can manage climate change to mitigate the business risks 
(being posed by climate change) within their corporate governance practices, which is 
the main focus area of this research. The discussion of this chapter leads to investigate 
whether and how the issue of climate change has been addressed within the existing 
environmental accounting literature, more specifically climate change-related 
corporate governance disclosure, which will ultimately be investigated in Chapter 3.  
 
Chapter 3 provides an overview of environmental accounting research where 
corporate environmental disclosure is an element. This chapter then provides evidence 
of prior research in corporate environmental disclosure practices, followed by a 
review of prior literature in climate change-related disclosure practices by business 
organisations. Based on the review of prior literature this chapter identifies a key 
research gap in the field. The chapter specifically shows that there is a lack of 
available research that documents companies’ climate change-related corporate 
governance disclosure practices, and what information stakeholder groups perceive 
companies should disclose in relation to climate change-related corporate governance 
practices.  The discussion in this chapter will primarily lead to a detailed outline of the 
investigation, which forms the first two stages of the broader study. Chapter 3 also 
provides a brief overview of the three interrelated research stages which are addressed 
in Chapters 5, 6 and 7 respectively. 
 
Chapter 4 discusses the theories underpinning this research. The primary purpose of 
Chapter 4 is to provide an overview and justification of the theoretical perspectives 
(decision usefulness theory, stakeholder theory, and institutional theory) underpinning 
this research. 
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Chapters 5, 6 and 7 reflect the three stages of this research respectively. Each chapter 
includes the background of the particular research stage, theories, the research 
methods (including acquisition of the requisite data, measurement techniques and 
analytic techniques), results, discussions and conclusions. Chapter 5 focuses on the 
climate change-related corporate governance disclosure practices of major Australian 
emission intensive companies. Chapter 6 focuses on what different groups of 
stakeholders perceive companies should disclose in relation to climate change-related 
corporate governance practices. Based on the results of Chapter 5 and 6, Chapter 7 
focuses on the reasons for the possible low level of disclosures in relation to climate 
change-related corporate governance practices.  
 
Chapter 8 provides a conclusion to the study by revisiting the research findings. The 
implication of the research will also be discussed. Research limitations will then be 
presented, followed by further potential research within this area.  
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Chapter Two: Emergence of Climate Change as a Corporate 
Environmental Issue of Concern 
 
 
2.1 Introduction 
 
The primary aim of this chapter is to provide an introduction to the issue of climate 
change as a corporate environmental issue of concern, how climate change becomes a 
business risk, and how companies can manage climate change to mitigate this 
business risk. This chapter first provides an overview of the science of climate 
change, identifying the causes and effects. Evidence of the impact of climate change 
on the global business sector is then presented followed by a chronology of the global 
policies, pressures and corporate responses with respect to climate change. This 
chapter also discusses the impact of climate change within the Australian context, 
focusing on how climate change affects Australian companies’ profitability. A brief 
discussion of Australia’s climate change-related policies is also outlined. Before 
concluding remarks this chapter discusses how companies can reduce the risks 
associated with climate change by addressing climate change-related practices within 
their corporate governance structure.  
 
2.2 Climate change as a major environmental issue: causes and 
effects 
 
In recent years, climate change has drawn attention in the international scientific and 
policy arenas to the status of the most important global environmental issue that the 
21st century is facing. As the science of climate change has continued to evolve, 
increasing evidence of anthropogenic influences on climate change has been found. 
Correspondingly, the IPCC, a group established by the World Meteorological 
Organization (WMO) and the United Nations Environment Programme (UNEP), has 
released an increasing number of authoritative reports about human impacts on the 
Earth’s climate. According to the IPCC, climate change “refers to any change in 
climate over time, whether due to natural variability or as a result of human activity” 
(IPCC, 2007b, p. 30).  
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While many natural factors continue to influence our climate, scientists have 
determined that human activities, in particular the burning of fossil fuels such as coal, 
oil and gas which increase GHG concentrations in the atmosphere, is the dominant 
factor responsible for the changing climate (IPCC, 2007a). The most common GHGs 
are carbon dioxide, methane, nitrous oxide, halocarbons, perfluorocarbons and 
sulphur hexaflouride. IPCC reports that because of the increasing emissions of these 
GHGs, the average surface temperature of the earth has increased during the 20th 
century by about 0.6°C ± 0.2°C1. This temperature is projected to increase a further 
1.4-5.8°C during the 21st century.  Because of this global warming, the frequency and 
intensity of extreme weather events is increasing, which leads to changes in sea levels, 
ice and snow cover, plant and agricultural productivity, coastal erosion and other 
indicators of global biological and physical integrity (IPCC, 2001; 2007a). In their 
assessment reports, IPCC predicts that the rising sea levels would push saltwater 
tables further inland and contaminate limited fresh water supplies. Weather events 
would also become more violent due to the increase in temperature fluctuations. 
Because of the oscillating weather, both flooding and drought would become more 
frequent which would affect agriculture productivity. Storms such as hurricanes, 
typhoons and cyclones would occur more often and with much more intensity. 
Finally, weather-related mortality would increase, not only from storm activity, but 
also from the north and south migration of infectious diseases that have been 
relatively confined to equatorial and tropical regions (IPCC, 2001; 2007a).   
2.2.1 Climate change and the business sector  
 
One of the key contributors to climate change is the business community whose 
actions add to the global GHG concentrations. Since the majority of anthropogenic 
GHG emissions stem from the electricity, manufacturing, distribution and 
consumption of goods and services, the role of companies in reducing GHG emissions 
can not be understated. Different industrial sectors are responsible for emitting GHGs 
into the atmosphere. At the sector level, the largest contributors to global emissions 
are from electricity and heat (collectively 24.6%), and manufacturing (21.1%) sectors 
(World Resources Institute, 2005).  
 
                                                 
1
 The ± 0.2°C means that the increase might be as small as 0.4°C or as great as 0.8°C. 
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Not only are business sectors largely responsible for global climate change, they will 
also be affected by the potential risks associated with it. There are differential risks 
that climate change poses on businesses, which in turn affects their profitability and 
value and threatens their very survival and accountability (Carbon Disclosure Project, 
2008; CERES, 2002; Labbat & White, 2007; Rolph & Prior, 2006; Bebbington & 
González, 2008). Regarding the threat climate change poses to businesses, CERES 
(2002, p. ii) states that: 
 
The evidence is increasingly compelling: companies’ performance on environmental issues does 
indeed affect their competitiveness, profitability, and share price performance. Since climate 
change is arguably the world’s most pressing environmental issue, it follows logically that 
companies’ response to the threats and opportunities of climate change—or lack of response—
could have a material bearing on their financial performance and therefore on shareholder value. 
The stakes are high: depending on what sector companies are in and what their specific risk 
exposures are, climate change could cost companies and shareholders tens of millions of dollars 
and require major strategic shifts. In a worst-case yet plausible scenario, companies’ very survival 
could be threatened.  
 
The risks that climate change poses on businesses can be categorised into three broad 
categories: physical, regulatory and business (Labatt & White, 2007; Carbon 
Disclosure Project, 2008). Physical risks result from the direct impacts of climate 
change and include extreme weather events, rising sea levels and water shortages, 
infrastructure damage and associated costs, availability of water and other resources, 
increased insurance costs, and business disruptions either directly or via the supply 
chain. Regulatory risks are a threat to business organisations at three levels of their 
operations: their own facility’s emissions, indirect emissions from their supply chain, 
and emissions associated with their products or services (Labatt & White, 2007). 
Included within regulatory risks are the costs and uncertainties relating to evolving 
emissions trading regulation; emissions reductions and increased energy efficiency; 
regulatory uncertainty and duplication; growing compliance costs; and costs 
associated with mandatory greenhouse and energy reporting. ‘Other business risks’ 
include changes in consumer attitudes and demand, damage to reputation, possibility 
of litigation, and difficulty in attracting investment funds.  
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Although climate change affects companies in every industry directly or indirectly, 
companies producing or using large quantities of fossil fuels will be particularly 
feeling the effects of climate risk more acutely (Kolk & Pinkse, 2004). While risk 
categorisation is useful for identifying different types of risks, many risks fall into 
multiple categories or create secondary impacts in other areas. For example, as 
investors and financial institutions consider climate risks in their investment 
decisions, all categories of risks can affect a company’s valuation, bond and other 
debt ratings, and overall access to capital (Borial, 2006; Lash & Wellington, 2007). 
There are also increasing concerns from the insurance companies about the physical 
risk that climate change poses, which predicts that the physical cost could be as much 
as $300 billion per annum by 2050 (Cortese, 2002). Such predictions influence major 
insurers like Swiss Re to announce that they will no longer provide directors’ and 
officers’ liability coverage for climate change related claims to companies that lack 
climate change policies (Corporate Responsibility, 2010).  
 
Companies that identify and analyse the risks of climate change earlier than their 
business counterparts will be better positioned to avoid or mitigate potential damages. 
They will, for example, be less likely to make investment decisions that lock high-
value assets into areas vulnerable to rising sea levels, extreme drought, severe weather 
events, or other projected climate change impacts relative to companies that have not 
yet begun to consider these impacts (Sussman & Freed, 2008). Thus, business 
opportunities may also arise from superior management of the risks associated with 
climate change. According to Southword (2009), the opportunities include bottom line 
improvement through efficiency and alternative energy supply, reduced petroleum 
dependence and a more reliable energy market, boosting shareholder and investor 
confidence, preventing or preparing for the physical effects of climate change, 
improving industry reputation, access to new markets, lowering insurance costs, and 
preparing or pre-empting restrictive carbon emissions legislations. 
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2.3 Climate change-related policies, pressures and corporate 
responses 
 
Concern about the undeniable, unpredictable, and risky nature of climate change 
increases pressure to reduce GHG emissions worldwide. The perceived importance of 
climate change as a major environmental issue is displayed by the increased local and 
international interest, debate and discussion on the issue of climate change amongst 
the community, commentators, interest groups, businesses and governments (Kolk & 
Levy, 2001; Kolk & Pinske, 2004; Cowan & Deegan, 2011). This leads to the 
development of a set of policy imperatives in supra-national as well as national 
settings (Bebbington & González, 2008).  
 
The issue of climate change first attracted mainstream public attention in the 1990s 
(Kolk, 2008), leading in 1992 to the first international agreement on climate change, 
the United Nations Framework Convention on Climate Change (UNFCC) (The 
UNFCC, 2004). Supported by 166 nations, the convention called for the stabilisation 
of GHG concentrations in the atmosphere at a level that would prevent dangerous 
anthropogenic interference with the climate system. A major step towards this 
convention was the establishment of the Intergovernmental Panel on Climate Change 
(IPCC) in 1988, which is arguably the world’s most authoritative body of climate 
change scientists. The Panel has since issued a series of reports, the fourth of which in 
2007 noted that without further action to reduce GHG emissions, the global average 
surface temperature would likely rise significantly this century (IPCC, 2007a). As a 
result of such information and focus, a wide range of stakeholders have started to pay 
particular attention to the issue (Kolk & Pinkse, 2007).  
 
Whilst climate change is now considered to be an extremely important issue, it is 
interesting to note that many multinational companies initially opposed international 
efforts and regulations to control GHG emissions, and the opposition often manifested 
itself in the direct questioning of the scientific basis of the problem (Kolk & Levy, 
2001; Kolk, 2008; Jeswani, Wehrmeyer & Mulugetta, 2008). Energy-intensive sectors 
such as coal, oil, steel, aluminum, chemicals, automobiles, and paper and pulp were 
vocal ‘sceptics’ of the climate change debate and formed lobby groups such as the 
Global Climate Coalition, the American Petroleum Institute and the Coalition for 
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Vehicle Choice, to challenge the importance and/or scientific basis of the issue 
(Greenpeace, 1998; Kolk, 2008). Their intention was to undermine the magnitude of 
climate science to prevent the introduction of new government regulation 
(Greenpeace, 1998). During this period around the mid-1990s, corporations were 
often publicly dismissive and sceptical about the potential ‘crisis’ associated with 
climate change (Kolk & Pinkse, 2004; Kolk, 2008).  
 
Whilst much corporate scepticism to the climate change debate was evident until the 
mid 1990s, by the late 1990s an increasing number of companies’ public positions 
steadily changed from opposition to a more accepting position, with many 
organisations implementing actions to deal with impending change and regulations 
(Kolk & Pinkse, 2004; Kolk & Pinkse, 2007; Kolk, 2008). The main driver of this 
corporate strategic change was, according to some parties, the creation of the Kyoto 
Protocol in 1997 (Kolk & Pinkse, 2004) which prompted the international 
development of climate change regulation and increased pressure from NGOs 
throughout the world. The Kyoto Protocol, which has been ratified by over 160 
countries, contains legal limits on GHG emissions for developed countries. The major 
distinction between the Protocol and the UNFCC convention is that while the 
Convention encouraged industrialised countries to alleviate GHG emissions, the 
Protocol commits them to do so. Under the Kyoto protocol, the major industrial 
nations were together required to reduce their combined use of the six types of GHG 
emissions by 5.2% from the 1990 level, by the end of the first commitment period 
(2008 through 2012). The Kyoto Protocol is designed to ensure proper monitoring and 
verification of its implementation, including stringent and elaborate reporting, review 
and compliance procedures. Adoption of Kyoto Protocol motivated the development 
of regulations, and many new requirements at the international and state level have 
emerged (for example, in Australia, Mandatory Renewable Energy Target (MRET), 
2001).  
 
During the latter part of the 1990s many organisations started working with NGOs on 
climate change issues, as both NGOs and business leaders acknowledged that they 
could not tackle climate change in a non-collaborative manner (PLEON, 2007). This 
period of time saw the development of various cross-sector stakeholder partnerships 
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(for example, the Greenhouse Gas Protocol Initiative2). The climate change strategies 
of major oil (such as BP, Shell) and automotive (such as General Motors, Toyota) 
companies commenced changing in an apparent reaction to increasing regulatory and 
public pressures to adopt a proactive position towards climate change, the related 
science, and the Kyoto Protocol (Kolk, 2008). Nevertheless there was still a 
propensity for many corporations to be somewhat sceptical about the scientific basis 
of the ‘crisis’ (Kolk & Levy, 2001; Kolk, 2008).  
 
Arguably, the next significant period of change began with the adoption of an 
emissions trading scheme by the European Union, a scheme which ultimately came 
into force in 2005. To meet the Kyoto commitments, the European Union GHG 
Emission Trading Scheme (EU ETS) set emission limits on utilities and large 
industrial emitters operating within the European Union (Jeswani et al., 2008). The 
first and second phases of the EU ETS ran from 2005 to 2007 and from 2008 to 2012 
respectively to coincide with the first Kyoto Commitment Period. It is expected that 
further five-year periods (or an alternative commitment period such as 2013 to 2020) 
will be subsequently implemented after 2012. In this carbon cap-and-trading system, 
each member state is required to set an emission cap and manage allocations for all 
installations in their country covered by the EU ETS.  
 
Growing shareholder and investor activism in demanding disclosure and action 
against climate change appears to be a main characteristic of this period from the 
early 2000s (PLEON, 2007). The international Carbon Disclosure Project (CDP3) is 
one example of the activities undertaken by investors. Growing climate change 
awareness of other stakeholder groups, including consumers, media, the scientific 
community, competitors and companies in other industries also emerged at this time. 
This effectively changed the ‘social contract’ between organisations and the 
communities in which they operated with the consequence that more corporations 
                                                 
2
 GHG Protocol is a multi-stakeholder partnership of businesses, NGOs, governments and others convened by the 
World Resources Institute (WRI), a US-based environmental NGO, and the World Business Council for 
Sustainable Development (WBCSD), a Geneva-based coalition of 165 international companies. Launched in 1998, 
GHG Protocol’s mission is to develop internationally accepted GHG accounting and reporting standards for 
businesses and to promote their adoption by businesses and policymakers alike (Ranganathan & Bhatia, 2003). 
 
3
 The Carbon Disclosure Project seeks information on the business risks and opportunities presented by climate 
change by sending questionnaires to the world’s largest companies. This project has the support of a total of 385 
institutional investors with a combined US$57 trillion of assets under management (www.cdproject.net). 
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publicly committed to addressing the implications their operations had in relation to 
contributing to climate change (PLEON, 2007). The Stern Review further fuelled the 
climate debate by explaining the economic impacts of climate change and by 
emphasising the immediate need for a global response to climate change (Stern, 
2006). The Stern report estimated that if society does not act, the overall costs and 
risks of climate change will be equivalent to losing at least 5% of the Global GDP 
(Gross Domestic Product) each year. Corporate support for climate policies was 
reflected through “a wide range of positive actions including basic technological 
change, behavioural change, product and process-based innovations, emissions 
trading and public education” (Okereke, 2007, p. 484). However, whilst many 
corporations were being proactive in response to the growing need and expectation for 
change, many companies were still considered to be in the early stages of addressing 
climate change issues (Pinkse, 2007). 
 
In Summary, companies’ response strategies towards the issue of climate change have 
changed over the years with an increased level of public pressure and climate change-
related public policies worldwide. Initially companies opposed international efforts 
and regulations to control GHG emissions by questioning the scientific basis of the 
issue (Kolk & Levy, 2001; Kolk, 2008; Jeswani et al., 2008). However, companies’ 
opposition shifted to gradual acceptance by taking corporate actions and 
implementing mechanisms to reduce their contribution to climate change (PLEON, 
2007).   
2.4 Climate change as a major environmental issue of concern: 
Australian context 
2.4.1 Impact of climate change within Australia 
 
Australia is one of the many global regions experiencing significant changes in 
climate as a result of GHGs from human activities. The global climate change has 
been reflected in Australia, where average temperatures have increased by about 
0.7°C since 1910 and these temperatures are projected to increase by 0.4-2.0°C from 
the 1990 levels, by the year 2030, and by 1.0-6.0°C by 2070 (Australian Greenhouse 
Office, 2003). A report, developed by CSIRO and the Bureau of Meteorology 
through the Australian Climate Change Science Program, provides evidence of 
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Australia's changing climate (CSIRO and the Bureau of Meteorology, 2007). The 
key findings of the report include: 
 
I. By 2030, temperatures will rise by about 1ºC over Australia – a little less in 
coastal areas, and a little more inland – later in the century, warming depends 
on the extent of GHG emissions. If emissions are low, warming of between 
1ºC and 2.5ºC is likely by around 2070, with a best estimate of 1.8 ºC. Under 
a high emission scenario, the estimated warming is 3.4ºC, with a range of 
2.2ºC to 5ºC. 
II. There will be changes in temperature extremes, with fewer frosts and 
substantially more days over 35ºC.  
III. Decreases in annual average rainfall are likely in southern Australia – 
rainfall is likely to decrease in southern areas during winter, in southern and 
eastern areas during spring, and along the west coast during autumn. For 
2030, there will be little annual rainfall change in the far north. 
IV. Rainfall projections for later in the century are more dependent on GHG 
emissions. Under a low emission scenario, the best estimate of rainfall 
decrease by 2070 is 7.5%. Under a high emission scenario the best estimate 
is a decrease in 10%. 
V. Although there will be more dry days, when it does rain, rainfall is likely to 
be more intense.  
VI. Droughts are likely to become more frequent, particularly in the south-west.  
VII. Evaporation rates are likely to increase, particularly in the north and east.  
VIII. High-fire-danger weather is likely to increase in the south-east.  
IX. Tropical cyclones are likely to become more intense.  
X. Sea levels will continue to rise. 
 
The evidence provided by CSIRO highlights that clearly within Australia, climate 
change has the potential to create immense environmental problems.  
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2.4.2 Climate change and the Australian business sector 
 
Australia ranks amongst the top 20 emitting countries4 for total emissions, whereas its 
GHG emissions are among the highest per capita5 in the world (Australian 
Greenhouse Office, 2006). According to the Australian Greenhouse Office (2006), the 
main sectors that are responsible for Australia’s GHG emissions which lead to climate 
change, are: electricity, gas and water (35%)6; agriculture, forestry and fisheries 
(24%); manufacturing (13%); services and construction (11%); residential (9%); and 
mining (8%).  They claim that the large component attributed to ‘electricity, gas and 
water’ is because of emissions associated with electricity generation especially from 
coal-fired power stations. Fossil fuels play a dominant role in Australia’s primary 
energy consumption. More than 40% of Australia’s total primary energy supply is 
derived from coal which is a much higher proportion than in other OECD countries. 
The rising trend of GHG emissions is projected to reach 22% above the levels in 1990 
by 2020, most of this increase will come from the stationary energy sector which is 
projected to rise to 170% above the levels in 1990 by 2020 (Australian Greenhouse 
Office, 2005). Therefore, Australian business organisations have been invited to take 
actions to adopt climate change-related strategies in their business practices, such as 
investment in energy efficiency, renewable energy and other low emission 
technologies to mitigate GHG emissions (Australian Business Roundtable on Climate 
Change, 2006).  
 
Apart from contributing to climate change, Australian companies will also be affected 
by the potential impacts of climate change (Preston & Jones, 2006). The effect climate 
change will have on businesses will vary depending upon the carbon intensity of the 
businesses’ operating practices (Deegan, 2010). In a report by Citigroup, researchers 
claim that among the Australian Stock Exchange (ASX) top-100 listed companies, 
those involved in emissions-intensive industries (e.g. Rio Tinto, BHP Billiton, 
BlueScope Steel, Caltex, Illuka and OneSteel) as well as facilities (particularly 
                                                 
4
 Australia ranks 16 among the top 20 emitting countries with total emissions of 491Mt carbon dioxide equivalent 
(CO2-e) which is 1.5% of world GHGs (World Resources Institute, 2005). 
5
 In 2006, Australia’s per capita emissions (including emissions from land use, land-use change and forestry) were 
28.1 tonnes CO2-e per person. Only five countries in the world rank higher—Bahrain, Bolivia, Brunei, Kuwait and 
Qatar. Australia’s per capita emissions are nearly twice the OECD average and more than four times the world 
average (The Garnaut Climate Change Review, 2008) 
. 
6
 Percentage share of total GHG emissions in Australia 
 24
exposed to severe weather damage, agriculture and water intensive industries exposed 
to drought) and in the longer term, insurers are most at risk from the impact of climate 
change (Rolph & Prior, 2006). Those who will gain from climate change include 
alternative energy (e.g. Origin, AGL), sustainable property, recycling (e.g. Sims 
Group), innovative financial institutions (e.g. AMP, Westpac, ANZ, NAB) and in the 
longer term some healthcare companies (e.g. Sigma, Sonic) (Rolph & Prior, 2006).  
2.4.3 Climate change-related policies in Australia 
 
On the policy level, Australian government and other policy-setting bodies have 
developed policies for companies to reduce GHG emissions from industrial sources. 
Whilst the discussion within section 2.3 of corporate attitudes and responses towards 
climate change is based on research undertaken elsewhere, Australian companies’ 
attitudes towards climate change also appear to be consistent with the global trend. In 
1992, Australia signed the UNFCC at the ‘Earth Summit’ in Rio de Janeiro. A limited 
number of companies started releasing stand-alone environmental reports but these 
were often criticised as being ‘green-wash’ and more of a public relations exercise 
rather than embracing any perspective of accountability. 
 
In April 1998, Australia signed the Kyoto Protocol7. At the same time, Australia also 
started to adopt various climate change-related policies at the federal and state level; 
for example, The Mandatory Renewable Energy Target (MRET) (2001), the 
Greenhouse Emissions and Energy Efficiency in Industry (EPA Victoria Industry 
Greenhouse Programme) (2001), the NSW Greenhouse Gas Abatement Scheme 
(GGAS) (2003), and the Greenhouse Challenge Plus (2004). In 2005 Australia joined 
the Asia Pacific Clean Development and Climate Partnership (AP6). Australia ratified 
the Kyoto Protocol in December 2007.  
  
In 2008, Australian government commissioned a report called ‘The Garnaut Review’ 
that investigated the risks of climate change within Australia and the responses 
required. It also addressed issues associated with the introduction of an emissions 
trading scheme within Australia. In 2008, the Australian government also commenced 
actions to ultimately establish a National Emissions Trading Scheme (NETS) as an 
                                                 
7
 Signing the Kyoto Protocol indicates an intention to ratify the protocol in future. For example, USA signed the 
Kyoto Protocol in November 1998 but have yet to ratify the protocol.  
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initiative of state and territory governments (although the actual time of 
implementation is very uncertain). The Australian government also sought to legislate 
a national Carbon Reduction Pollution Scheme that intends to commence operation by 
2011.    
 
Based on the preceding discussion in this chapter, it can be argued that climate change 
is real and human-induced, and has potential impacts on the environment. Business 
sectors are not only particularly responsible for climate change, but also will be 
affected by the potential risks associated with climate change. Climate change and its 
associated risks are relevant to almost every industry globally. The risks and 
opportunities presented by climate change may vary by industry and company, but 
virtually every business will be affected. As evidenced in section 2.2.1, the risks 
associated with climate change have the potential to affect the long-term sustainability 
of businesses. In Australia, as well as rest of the world, climate change-related 
policies have been introduced to reduce GHG emissions by corporations. Companies 
who take action early will be able to mitigate risks and maximise opportunities from 
climate change. With this understanding of the risks posed by climate change to 
businesses and the opportunities that stem from responding to this risk, companies 
would be expected to use various strategies to address climate change in their 
corporate governance practices.  
2.5. Climate change-related corporate governance practices 
 
Greenall (2006) noted that in a carbon-constrained reality, those companies that 
understand the risks and opportunities arising from climate change and take 
approaches to managing GHG emissions would be successful. Conversely, poorly 
positioned companies will risk losing market share and missing opportunities to 
enhance their shareholder value (Boshyk, 2004), or may even find themselves unable 
to adapt quickly enough and therefore unable to compete with those companies that 
took early strategic action on climate change (Hoffman, 2002). As a result, it has been 
repeatedly noted that addressing climate change will create winners and losers 
(Boshyk, 2004; Greenall, 2006; Hoffman, 2002). Llewellyn (2007) argued that 
companies that will prosper in a climate constrained world will tend to be those that 
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are early to recognise the importance and inexorability of climate change, foresee the 
implications for their industry, and take appropriate actions in advance.  
 
According to a survey by PricewaterhouseCoopers, 48% of the chief executive offices 
surveyed in the US agree that a company’s response to climate change will create a 
reputational advantage in the minds of key stakeholders, including employees; 61% of 
their global counterparts say the same (PricewaterhouseCoopers, 2010). In 
considering whether companies are prepared for the risks, corporate boards need to 
understand climate change implications from a risk and opportunity perspective 
(Cogan, 2006; Liberty White Paper Series, 2010). The specific risks and opportunities 
presented by climate change should be addressed by companies’ board of directors 
and other management employees. Cogan (2006) suggested that boards of directors 
and senior executives should address climate change as part of their larger corporate 
governance structure. This is highlighted in the Liberty White Paper Series (2010, p. 
14): 
 
From a corporate governance perspective, directors and officers should determine an appropriate 
governance structure in relation to climate change risks. Should the board as a whole be 
responsible for climate change risks or should it be delegated to a senior manager or sub-
committee? Indeed, is there sufficient expertise within the board of directors and officers to 
strategically assess the implications of climate change on the company’s business? The board 
should ensure that there is a proper process for monitoring the developments and response 
strategies of the company. In most cases, involvement of the board of directors on climate change 
issues will be an essential element of sound corporate governance.  
 
The above statement highlights that, regardless of the industry and company involved, 
the specific risks and opportunities presented by climate change should be analysed 
and addressed by each company’s board of directors, officers and other management 
employees, and in applicable company policies and guidelines. Consequently, the 
focal interest of this study is to understand whether and what policies and procedures 
Australian companies are putting in place to respond to climate change at the 
governance level.  
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2.6 Chapter conclusion 
 
The aim of this chapter was to provide evidence that the issue of climate change has 
become a corporate environmental issue of concern. The discussion within this 
chapter provides an overview of the causes and effects of climate change, policy 
frameworks, businesses’ role in climate change and how businesses can reduce the 
impact of climate change by adopting policies and procedures within their corporate 
governance practices. Thus, this chapter builds the platform for this broader study to 
investigate the disclosure of climate change-related corporate governance practices of 
Australian companies. For this purpose we need to know whether and how existing 
‘environmental accounting literature’ investigates business organisations’ climate 
change-related corporate governance disclosure practices. Chapter 3 will revisit the 
existing environmental accounting literature to understand where this study is placed 
within the broader environmental accounting research areas.  
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Chapter Three: Environmental Accounting Research and 
the Issue of Climate Change 
 
 
 
3.1 Introduction 
 
The discussion within this chapter aims to provide an overview of environmental 
accounting research focusing on a specific research area: corporate environmental 
disclosure. The initial discussion focuses on the meaning and area of environmental 
accounting, where environmental disclosure is considered as a subset of broader 
environmental accounting. This chapter then proceeds with a review of prior research 
related to corporate environmental disclosures in general and climate change-related 
disclosures in particular. A discussion on the main issue of this broader study follows, 
that is, ‘climate change-related corporate governance disclosure’, and whether and 
how existing environmental accounting research addresses this issue. This chapter 
then provides general evidence of stakeholder groups’ demands for climate change-
related information. The discussion in this chapter will primarily lead to a detailed 
outline of the investigation, which forms the first two objectives of the research: to 
investigate the climate change-related corporate governance disclosure practices of 
major Australian companies (which will be detailed in Chapter 5); and examine what 
different groups of stakeholders believe companies should disclose in relation to 
climate change-related corporate governance practices (which will be outlined in 
Chapter 6). Before presenting some concluding remarks, this chapter will also provide 
a summary of the developments of the three interrelated research stages under study. 
3.2 What is environmental accounting? 
 
Environmental accounting is a branch of accounting that deals with the 
environmentally induced financial impacts on organisations (Schaltegger & Burritt, 
2000; Gray & Bebbington, 2002; Godschalk, 2008). According to Gray and 
Bebbington (2002, p. 7), environmental accounting includes: 
I. Accounting for contingent environmental liabilities/risks. 
II. Accounting for asset re-valuations and capital projections as they relate to the 
environment. 
 29
III. Cost analysis in key areas such as energy, waste and environmental protection. 
IV. Investment appraisal to include environmental factors. 
V. Development of new accounting and information systems to cover all areas of 
environmental performance. 
VI. Assessing the costs and benefits of environmental improvement programs. 
VII. Developing accounting techniques which express assets and liabilities and 
costs in ecological (non-financial) terms. 
 
In a broader term, environmental accounting refers to the provision of environment-
related information to stakeholders both within and outside the organisation (Deegan, 
2003). According to Bennett and James (1998, p. 33), environmental accounting can 
be defined as “the generation, analysis and use of financial and non-financial 
information in order to optimise corporate, environmental and economic performance, 
achieving a sustainable business”.  
 
Most of the definitions of environmental accounting emphasise issues such as the link 
between financial and environmental performance, wider stakeholder considerations 
and the need for environmental disclosure to the stakeholders (Bennett & James, 
1998; Schaltegger & Burritt, 2000; Gray & Bebbington, 2002). Based on these 
definitions, the areas of environmental accounting can be divided into three subsets: 
external environmental accounting and reporting, environmental management 
accounting, and other environmental accounting (Schaltegger, Muller & 
Hindrichesen, 1996; Bartolomeo, 1998; Burritt, Hahn & Schaltegger, 2002).  
 
One of the subsets of environmental accounting is environmental management 
accounting (EMA) which helps to determine the environmental costs in a company, 
helping management to make capital investment decisions, costing determinations, 
process/product design decisions, performance evaluations, and other business 
decisions (Schaltegger et al., 1996; Burritt et al, 2002; Burritt, 2002). EMA is defined 
as measuring and reporting “financial and non-financial information that helps 
managers make decisions to fulfil the goals of an organisation” (Horngren, Datar & 
Foster 2003, pp. 2-3). EMA presents environmental costs incurred by the company 
used for internal purposes and accounted for in monetary units, which is called 
monetary environmental management accounting (MEMA) and in physical unit, 
 30
which is called physical environmental management accounting (PEMA) (Burritt et 
al., 2002). MEMA focuses on the financial aspect of organisational activities that 
impact the environment, whereas PEMA is used as an internal management tool to 
deal with organisational environmental impacts expressed in physical units 
(Schaltegger & Burritt, 2000). Both monetary and physical environmental 
management accounting is extremely important for successful management and is not 
needed for external stakeholders (Schaltegger et al., 1996).  
 
Another subset of environmental accounting deals with environmental regulatory 
accounting and reporting (Schaltegger et al., 1996; Burritt et al., 2002; Burritt, 2002). 
This type of environmental accounting refers to those reports requested by a 
stakeholder that require specific information, and force the company to develop 
special accounting relationships. This is the case for taxing agencies and in certain 
cases for environmental protection agencies that require a specially organised report. 
They may require information in regards to environmental interventions, to check if 
regulations are met, to evaluate the severity of environmental problems in the 
company, and to design future environmental policies (Schaltegger et al., 1996). An 
example of special information required by environmental protection agencies in 
Australia is the National Pollutant Inventory (NPI). To create this inventory, 
Environment Australia requires companies to report their emissions and inventories 
for a number of substances and fuels.  
 
The last subset of environmental accounting is ‘external environmental accounting 
and reporting’. As the aim of this study is to investigate organisations’ disclosure 
practices in relation to a specific environmental issue, the current study resides within 
this branch of environmental accounting. 
3.2.1 External environmental accounting and reporting 
 
External environmental accounting and reporting is concerned with the aspect of 
accounting which assesses the effects of environmental impacts on organisations to 
inform external stakeholders (e.g. investors, lenders and other financial stakeholders) 
(Schaltegger et al., 1996). As environmental issues such as environmental pollution 
and litigation have become more prominent economic, social and political problems, 
these have put force for corporations to become environmentally responsible by 
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including environmental accounting and reporting. As stated by Elkington (1997, p. 
80): 
 
…there is a growing need to measure environmental impacts in terms of new metrics, including: 
the number of public complaints; the life-cycle impacts of products; energy, material and water 
usage at production sites; potentially polluting emissions; environmental hazards, and risks; waste 
generation; consumption of critical natural capital; and performance against best-practice standards 
set by leading customers and by green and ethical investment funds.  
 
Environmental reporting is a process through which organisations disclose 
environmental performance information to their stakeholders that provides 
accountability for their activities and there resultant impact on the environment 
(Lodhia, 2006). Organisations need to disclose environment-related information in 
regards to environmental risks, impacts, policies, targets, costs and liabilities, for 
those who have an interest in such information. Some definitions of corporate 
environmental reporting provided by various environmental accounting researchers 
are provided in Table 3.1.  
 
Table 3.1: Definitions of corporate environmental reporting/disclosure 
Definitions Sources 
Environmental reporting is an umbrella term that describes the 
various means by which companies disclose information on 
their environmental activities. This should not be confused with 
corporate environmental reports (CERs), which represent only 
one form of environmental reporting. CERs are publicly 
available, stand-alone reports issued voluntarily by companies 
on their environmental activities.  
Brophy & Starkey, 1998, 
p. 151-153. 
 
 
Corporate environmental disclosure can be viewed as an 
outcome of management’s assessment of the economic costs 
and benefits to be derived from additional disclosure. 
Blacconiere & Northcut, 
1997, pp. 154-157. 
 
 
Environmental reporting relates to data that is gathered in 
accounting systems, recognised, classified, measured, 
calculated or estimated, recorded, verified and then disclosed. 
Schaltegger & Burritt, 
2000, p. 272. 
Corporate environmental reporting is a “process of 
communicating externally the environmental effects of 
organizations’ economic actions through the corporate annual 
O’Dwyer, 2001, p. 9. 
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report or a separate stand-alone publicly available 
environmental report”. 
Corporate environmental reporting is an activity which includes 
“outlines of the organization’s attitude to the environment, 
glossy pictures of ‘bits of the environment’, reference to EMS 
and environmental audit, tables showing selected data on the 
levels of emissions and wastes produced by the organization 
and suggestions about levels of environmental investment”.  
Gray & Bebbington, 2002, 
p. 241. 
Environmental disclosure can be defined as the disclosure made 
by an organisation about its positive and negative impacts on 
the broader physical environment within which it operates. 
Deegan, 2010, p. 96. 
Environmental reporting is used to illustrate the way in which 
companies discharge their accountability in the social and 
environmental area.  
Solomon, 2010, p. 261. 
Environmental reporting is a multi-faceted and rapidly 
developing field that influences companies’ communication 
strategies and image profiles, as well as the organisation, staff, 
accounting systems, and particularly their underlying 
information management systems.  
Isenmann & Marx-Gomez, 
2004, p. 1-4. 
 
 
The above definitions of environmental reporting/disclosure8 emphasise that 
environmental reporting deals with the disclosure of information by an organisation 
about its environmental impacts – this disclosure of information is deemed to be part 
of an organisation’s responsibility to its stakeholders or a response to stakeholder 
expectations (Deegan, 2002; Deegan, 2009; Gray, Owen & Adams, 1996a; Gray et 
al., 1995a; Mathews, 1993; 1995). Unlike financial accounting information (where 
investors and creditors are the main users of information) and managerial accounting 
information (where directors and managers are the main users of information), the 
range of environmental information users is broader, including customers, suppliers, 
employees, unions, NGOs and the community (Tilt, 2007).  
 
 
                                                 
8
 The terms ‘environmental reporting’ and ‘environmental disclosure’ are used as virtual synonyms and refer to 
disclosure made by business organisations in various reports, including annual reports and other stand-alone 
environmental reports (see for example Gray et al., 1995a). 
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The focus of the current research is on one specific area of environmental disclosure: 
‘climate change-related corporate governance disclosure’ by business organisations. 
For this purpose, this chapter will investigate how the existing environmental 
accounting literature addresses the issue of climate change-related corporate 
governance disclosure practices by business organisations. Consequently, the next 
section will provide an overview of literature on corporate environmental disclosure. 
3.3 Corporate environmental disclosures: an overview 
3.3.1 Emergence of and prior research in corporate 
environmental disclosures  
 
Corporate environmental disclosure is one of the elements of external environmental 
accounting which has been the subject of extensive research and development over 
the past decades. The combination of concerns about environmental damage, on the 
one hand, and declining levels of societal trust in large corporations, on the other, 
continues to provide countless actions to promote a change in organisations’ business 
practices (Schaltegger & Burritt, 2000). In this high scrutiny context, companies are 
not only expected to improve their environmental compliance and performance, but 
also are asked to reveal environmental performance information publicly (Schaltegger 
& Burritt, 2000). Accordingly, the field of accounting started to investigate 
organisations’ disclosure of corporate environmental information, similar with the 
investigations on disclosure of financial information (Hopwood 2009). Since the 
1970s, environmental accounting literature has been concerned with how 
organisations manage the impacts of their activities on the environment via annual 
reports and other reporting mechanisms (Bowman & Haire, 1975; Freedman & Jaggi, 
1982; Wiseman, 1982; Guthrie & Mathews, 1985; Zeghal & Ahmed, 1990).   
 
Earlier attempts to report corporate environmental information began in the 1970s in 
North America and Europe (Brophy & Starkey, 1998). Large corporations, mostly 
from oil and chemicals sectors, were being held publicly accountable for their 
environmental impacts and historical industrial accidents. Such example is Norsk 
Hydro, a Norwegian oil, energy, and aluminium firm, which was the first company to 
publish a voluntary environmental report in 1989 (Brophy & Starkey, 1998; 
Schaltegger & Burritt, 2000; Kolk, 2004). Their disclosure effort sought to restore 
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trust after a decade of negative press over their environmental record (Brophy & 
Starkey, 1998). The German chemical company, BASF, also published its first public 
environmental report in 1989 (Context, 2005). Union Carbide’s accident in Bhopal 
and another chemical release in West Virginia drove calls for a system of information 
disclosure (Patten, 1992; Garcia-Johnson, 2000, Hoffman, 2001). In 1991, Monsanto 
published its first environmental report, thus setting a precedent in voluntary 
disclosure in the US, just as Norsk Hydro and BASF had done in Europe in 1989 
(SustainAbility, International Institute for Sustainable Development and Deloitte 
Touche Tohmatsu International, 1993; Brophy & Starkey, 1998). These developments 
reflected the necessity for business organisations to break away from their 
predominant concerns with financial issues and to take environmental issues into 
account (Elkington, 1997; Waddock, 2000). After the mid-90s, the number of 
companies publishing environmental reports increased considerably (Elkington, 
Kreander & Stibbard, 1999). 
 
By 1991, many companies were starting to develop internal reporting systems 
(Schmidheiny, 1992). By 1993, at least 70 of the largest European, American and 
Japanese companies began reporting for the first time; they were closer to a ‘green 
glossy’ format than to full-blown environmental reports (SustainAbility et al., 1993). 
By 1996, almost 7 out of the 10 largest companies in the US made environmental 
disclosures in their annual reports, and 4 out of the 10 published separate 
environmental reports (KPMG, 1996). That year, 23% of the 100 largest companies in 
12 countries were producing environmental reports (KPMG, 1997). Five years later, 
by 2001, 52% of global Fortune 2509 companies published environmental reports 
(KPMG 2005). In a 2008 survey, KPMG showed that 80% of the largest 250 
companies worldwide issued corporate environmental responsibility reports, 
compared to 52% in 2005 (KPMG 2005; KPMG, 2008a). 
 
With the increasing trend in companies’ environmental disclosures, researchers 
started to investigate firms’ environmental disclosure practices and their motivations 
for such disclosure. Specifically, research on corporate environmental disclosure 
practices became widespread in the late 1980s and early 1990s (see for example, 
                                                 
9
 Top 250 companies of the Fortune 500. 
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Bowman & Haire, 1975; Freedman & Jaggi, 1982; Wiseman, 1982; Guthrie & Parker, 
1989; Zeghal & Ahmed, 1990; Harte & Owen. 1991; Freedman & Stagliano, 1992). 
Many accounting researchers examined environmental issues by employing content 
analysis to explore the substance of disclosures. Previous research utilised disclosure 
indices for analysing corporate environmental disclosures in annual and stand-alone 
reports (see for example, Ernst & Ernst, 1978; Wiseman, 1982; Guthrie & Parker, 
1989, 1990; Gray et al., 1995a; Hackston & Milne, 1996; van Staden & Hooks, 2007; 
Islam & Deegan, 2008). According to Coy and Dixon (2004, p. 79), “disclosure 
indices are an oft applied method in accounting research, particularly in studies of 
annual reports, being used to provide a single-figure summary indicator either of the 
entire contents of reports of comparable organisations or of particular aspects of 
interest covered by such reports (e.g. voluntary disclosures and environmental 
disclosures)”.  
 
Research utilising disclosure indices, aims to show the level of disclosure in a set of 
company reports. Developing a disclosure index through a review of the 
environmental reporting literature, Wiseman (1982) investigated the financial 
consequences of corporate environmental activities on US companies. Guthrie and 
Parker (1989) utilised a content analysis interrogation instrument to investigate 
corporate social responsibility disclosure10 practices undertaken by BHP between 
1885 and 1985. Gray et al. (1995a) investigated the corporate social responsibility 
practice of UK company annual reports over a period of 13 years. Hackston and Milne 
(1996) focused on the social and environmental disclosure practices of the 50 largest 
New Zealand companies for the year 1992. Islam and Deegan (2008) investigated the 
corporate social and environmental disclosure practices (within annual reports from 
1987 to 2005) in a developing country. All of these studies found an increase in 
environmental information provided in corporations’ annual reports over the period of 
investigation. Various guidelines have also been developed by diverse groups 
proposing frameworks for disclosure of environmental information such as ISO 14000 
Series by the ISO; SA 8000 by (Social Accountability International) SAI; AA1000 
                                                 
10
 Corporate social responsibility disclosures include, among others, information about the interaction of an 
organisation with its physical and social environment, including community involvement, the natural environment, 
human resources, energy and product safety (Gray, Owen & Maunders, 1987; Hackston & Milne, 1996; Deegan & 
Rankin, 1997). 
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AccountAbility Principles Standard 2008 by the AccountAbility (AA); Dow Jones 
Sustainability Indexes (DJSI) by the Dow Jones; FTSE4 Good Index Series by the 
Financial Times and London Stock Exchange Group (FTSE); Global Reporting 
Initiative Sustainability Reporting Guidelines the third generation (G3) by the Global 
Reporting Initiative (GRI).  The increasing number of reporting mechanisms, most of 
which involve a high degree of stakeholder influence, and the increasing number of 
companies issuing reports, indicates that corporate environmental disclosure provides 
useful information and fulfils stakeholders’ needs to some extent. 
 
Previous studies emphasised ‘stakeholders’ as the heart of social and environmental 
disclosure, and meeting the needs of wider stakeholder groups beyond shareholders 
was being viewed with greater concern (Gray et al., 1997; Unermann, 2007; Deegan 
& Blomquist, 2006; Tilt, 1994, 2007). Apart from investigating corporate 
environmental disclosure practices, previous studies investigated the motivations 
behind corporate social and environmental disclosure by exploring ‘why’ 
organisations voluntarily report information via corporate media such as annual and 
stand-alone reports. The increased need for corporate accountability, by providing 
environmental information, was caused by numerous factors such as increased public 
awareness (see for example Deegan, 2002), increased stakeholder pressure (see for 
example Arnold & Hammond, 1994; Arnold, 1990; Ullmann, 1985), and incidents of 
environmental disasters, such as the Exxon Valdez oil spill (Garcia-Johnson, 2000; 
Hoffman, 2001). A summary of literature that details why companies are issuing 
social and environmental reports is provided in Table 3.2. 
 
 
Table 3.2: Reasons for disclosing environmental information 
Literature Reasons 
 
Gray et al., 1996a; 1997 
Lehman, 1999; 2001 
Adams, 2002 
Cooper & Owen, 2007 
To discharge accountability 
Dechant et al., 1994 
Ghobadian et al., 1995 
Porter & van der Linde, 1995 
Shrivastava, 1995 
Hart & Ahuja, 1996 
Ghobadian et al., 1998 
To comply with regulations 
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Dias-Sardinha & Reijnders, 2001 
Rivera-Camino, 2001 
Adams, 2002 
 Freedman & Stagliano, 1998 
 Stanny, 1998 
Barth, McNichols & Wilson, 1997 
Mitchell, Agle & Wood, 1997 
Ness & Mirza, 1991 
To avoid regulations 
Howard, Nash & Ehrenfeld, 1999 
King & Lenox, 2000 
 
To comply with industry 
environmental codes 
 
Shrivastava, 1995 
Russo & Fouts, 1997 
Esty & Porter, 1998 
Reinhardt, 1999 
 
To decrease operating costs 
 
Stafford, 1996 
Berman et al., 1999 
Cormier & Magnan, 1999 
Henriques & Sadorsky, 1999 
Reinhardt, 1999 
Waddock & Graves, 2000 
Rivera-Camino, 2001 
To improve stakeholder relations 
 
Trotman, 1979, 
Azzone et al., 1997 
Gray, Owen & Maunders, 1988, 
Zeghal & Ahmed, 1990, 
Palmer & van der Vorst, 1997. 
To establish the credibility of the firm 
with stakeholders 
Hart, 1995 
Shrivastava, 1995 
Reinhardt, 1999 
Bansal & Roth, 2000 
 
To gain competitive advantage 
Lindblom, 1994 
Deegan & Gordon, 1996  
Deegan & Rankin, 1996 
Adams, Hills & Roberts, 1998 
Deegan, Rankin & Voght, 2000 
Deegan, 2002 
O’Donovan, 1999; 2002 
Milne & Patten, 2002 
Newson & Deegan, 2002 
Deegan & Blomquist, 2006 
Bebbington, Gonzalez & Moneva-
Abadia, 2008 
Islam & Deegan, 2008 
Bansal & Roth, 2000 
Sharma, 2000 
 
To maintain firm’s legitimacy  
 
Hussain, 1999 To adhere to societal norms 
 38
Bansal & Roth, 2000 
Cordano & Frieze, 2000 
Flannery & May, 2000 
 
 
O’Donovan, 1999 
Deegan et al., 2002 
Patten, 2002 
Brown & Deegan, 1998 
Islam & Deegan, 2010 
To respond to media pressure 
Ullmann, 1985  
Arnold, 1990 
Guthire & Parker, 1990 
Bebbington et al., 1994 
Gray et al., 1996a 
Nasi et al., 1997 
Deegan & Gordon, 1996 
O’Donovan, 1997 
Bailey, Harte & Sugden, 2000 
Buhr, 2002 
Deegan & Blomquist, 2006 
Elkington, 1994 
 
To respond to the influence exerted by 
pressure groups 
 
3.3.2 Prior research on corporate environmental disclosure 
practices within the Australian context 
 
Over the years there has been an increase in environmental legislation within 
Australia due to the increased interest in environmental issues by the Australian 
community (Cunningham & Gadenne, 2003). Reflective of this increased interest in 
environment is the corporate response through voluntary environmental disclosures 
made within annual and standalone reports. Such disclosures encouraged academic 
research in this area. A number of research studies have examined the environmental 
disclosure practices adopted by Australian corporations (see for example, Trotman & 
Bradley, 1981; Guthrie & Parker, 1990; Gibson & Guthrie, 1995; Deegan & Gordon, 
1996; Deegan & Rankin, 1996; Brown & Deegan, 1999; O’Donovan, 2002; 
Cunningham & Gadenne, 2003; Frost, Jones & van der Lann, 2005). Initial studies in 
the Australian context focused mainly on the nature and extent of ‘social’ 
responsibility disclosures (Trotman & Bradley, 1981; Guthrie & Parker, 1990).  
Trotman and Bradley (1981) examined social responsibility disclosures (disclosures 
relating to the environment, energy, human resources, products, community 
involvement and other) of 207 Australian companies for the year 1978. Their study 
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identified the link between the level of social disclosure and the various factors or 
motivations thereof. Guthrie and Parker (1990) compared the corporate social 
disclosure practices in the UK, US and Australia by reviewing the annual reports 
(from the year 1983) of the 50 largest listed companies in each country. Their study 
found a low level of social disclosures by Australian companies compared to US and 
UK companies.  
 
Later on, researchers focused particularly on the environmental disclosure practices of 
companies (Deegan & Gordon, 1996; Deegan & Rankin, 1996; O’Donovan, 2002). 
This body of literature indicates that many Australian companies are voluntarily 
disclosing information on their environmental practices within annual and stand-alone 
reports, and suggests that companies have been providing significantly increasing 
amounts of information over the years.  
 
Deegan and Gordon (1996) looked at environmental disclosure practices by 
Australian companies. They undertook a review of the environmental disclosures 
made within the 1991 annual reports of a random sample of 197 companies from 50 
industries and observed that a total of 71 sample companies voluntarily produced 
environmental information (36% of the sample). They also found that corporate 
environmental disclosures had significantly increased during the period from 1980 to 
1991 and that environmentally sensitive companies appeared to provide more 
information. 
 
In another study, Deegan and Rankin (1996) found that companies tended to avoid 
information which was unfavorable to their corporate image. They examined the 
environmental reporting practices of a sample of 20 companies which were 
successfully prosecuted by the New South Wales or Victorian Environmental 
Protection Authorities (EPA) for offences under various environmental protection 
laws. The results show a significant increase in the disclosure of favourable 
environmental information in the year in which prosecutions were proven. Utilising a 
matched sample of non-prosecuted companies, their results found that the prosecuted 
companies provided a significantly greater amount of positive environmental 
disclosures compared to the non-prosecuted companies.  
 
 40
Apart from investigating Australian companies’ nature and extent of corporate 
environmental disclosures, there is growing research investigating companies’ 
motivations for disclosing such information. O’Donovan (1999) conducted interviews 
with senior management of three major Australian corporations, including BHP, and 
found that the managers used the annual reports to respond to perceived public 
concerns, with reports in news media affecting what information they disclosed. In 
another study, Deegan et al. (2002) examined the social and environmental 
disclosures of BHP Ltd from 1983 to 1997 to ascertain the extent and type of social 
and environmental disclosures in their annual reports, and their motivations for such 
disclosures. Deegan et al. (2002) found a trend in providing greater social and 
environmental information in the annual report of BHP in recent years, which was 
significantly correlated with community concern for particular environmental issues.  
 
In a further study, O’Donovan (2002) investigated corporate environmental 
disclosures in annual reports and found that the significance of an environmental 
issue/event has a major effect on environmental disclosure decisions. The findings 
indicated that if an issue was of low significance, it would not, in most circumstances, 
be considered a threat to a corporation’s legitimacy11 and would not normally warrant 
the use of legitimating tactics and specific annual report disclosures. In another study, 
Cunningham and Gadenne (2003) examined the influence that government policies 
had on companies’ voluntary environmental disclosure practices in annual reports 
during the pre and post-implementation period of the National Pollutant Inventory 
(NPI) in Australia. They found that greater numbers of companies (23 of the 25 
sampled) listed on the NPI began to voluntarily disclose pollution and emission 
related information during the post-implementation period compared to the 12 
companies disclosing emissions information in the pre-operative period.  
 
Previous studies within the Australian context found that companies’ disclosure 
practices in relation to social and environmental practices were influenced by pressure 
groups such as lobby groups or environmental NGOs. Tilt (1994) undertook a study 
which investigated the influence that community lobby or pressure groups have on 
                                                 
11
 Legitimacy is a generalised perception or assumption that the actions of an entity are desirable, proper, or 
appropriate within some socially constructed system of norms, values, beliefs and definitions (Suchman, 1995, p. 
574). 
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corporate social disclosure practices of Australian companies. This study found that 
community lobby groups seek social disclosures in companies’ annual reports and 
they influence companies’ corporate practices and related disclosures by supporting 
companies with good disclosure practices and lobbying against companies who do not 
disclose enough information. In another study, Deegan and Blomquist (2006) 
investigated whether the concerns of lobby groups such as WWF-Australia were 
reflected in the corporate environmental disclosure practices implemented by 
Australian companies and their industry bodies. Their study suggested that lobby 
groups can influence corporate environmental practices and related disclosures. The 
paper found that WWF’s initiative influenced Australian mineral industry’s code of 
environmental management and their reporting practices.   
 
The discussion within this section highlights that there is increasing research 
investigating corporate environmental disclosures and the motivations for such 
disclosures. One of the major environmental issues of concern in recent years is 
climate change. The scope of corporate environmental reports is expanding, with 
issues like climate change that have become a major environmental issue of concern 
for business organisations (see Chapter 2). Subsequently, climate change is an area of 
environmental accounting that calls for “serious research and inquiry” (Hopwood, 
2009, p. 434). However, despite the calls in the environmental accounting literature 
for a focus on the areas that emerges from climate change, there remains a lack of 
academic research around “organisational climate change-related strategies, and 
particularly with regard to organisational motives, commitments, actions and 
accountabilities (Ball, Milne and Grubnic, 2008, p. 1218). Due to the dearth in 
academic research with regards to various issues associated with climate change, there 
is significant research scope in this area. The current study seeks to utilise this 
research scope by investigating the disclosure practices of ‘climate change-related 
corporate governance practices’ of Australian companies.   
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3.4 Prior research on climate change-related disclosures 
 
Early research on the issue of climate change has documented companies’ political 
positions on the climate change debate that ranges from climate change denial to 
gradual acceptance of this issue (please see Chapter 2, section 2.3 for details). Most of 
these studies primarily focused on the corporate responses of the world’s largest 
multinational companies (such as BP, Shell, and Exxon), and tried to explain why 
their positions differ in relation to climate change (Rowlands, 2000; Kolk & Levy, 
2001; Levy & Kolk, 2002; Kolk & Pinkse, 2004; Borial, 2006; Kolk et al., 2008). 
Gradually there is increased interest in literature on issues such as the policy 
development on climate change, climate change disclosure, carbon trading & 
emission rights, GHG accounting, GHG assurance, carbon offsetting, and companies’ 
carbon management strategies (Bebbington & González, 2008; Johnston, Sefcik & 
Soderstrom 2008; Cook, 2009; Hopwood, 2009; Simnett, Nugent & Huggins, 2009; 
Lindquist & Goldberg, 2010; Milne & Grubnic, 2011; Solomom et al., 2011). As this 
study focuses solely on climate change-related disclosures, this section provides a 
review of prior literature on climate change-related disclosure practices by business 
organisations 
 
Given the business sectors’ contribution to global climate change that in turn poses 
various risks to business, it is argued that “it is difficult to accept that organisations 
should not be required to make disclosures pertaining to the implications for business 
of climate change mitigation policies” (Deegan, 2010, p. 1243). However, 
comparatively fewer academic studies have focused specifically on the issue of 
climate change disclosure. There are some investigations relating to climate change-
related disclosures, mostly by different NGOs and research organisations. The main 
focus of these studies was to investigate corporations’ disclosure practices around 
GHG emissions and the associated risks of climate change (Calvert & CERES, 2007; 
Friends of the Earth, 2006; Carbon Disclosure Project, 2007; Global Reporting 
Initiative & KPMG, 2007; ACCA, 2007).  
 
Previous studies on climate change-related disclosures can be divided into two 
streams. Firstly, studies that focused on the investigation of the level of climate 
change-related disclosure by business organisations. Friends of the Earth (FoE) (2006) 
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investigated climate change-related disclosure practices of major emission-intensive 
US companies within the fifth annual review of Securities and Exchange Commission 
(SEC) filings. The report found that although the climate reporting by US companies 
in general has steadily increased over the past five years, the reporting is still minimal 
and varies widely among companies (FoE, 2006). Another report was published by 
The Association of Chartered Certified Accountants (ACCA, 2007) to investigate 
climate change related disclosure practices of UK companies. Analysing the annual, 
sustainability and web-based reports, ACCA investigated 42 medium and high sector 
UK companies, for which climate change is likely to be of high importance and 
significance because of their business activities and stakeholder expectations. The 
report found that none of the companies disclosed information of a consistently high 
standard and there was room for all companies to improve on their reporting.  
 
Focusing on the CDP data, Kolk, Levy and Pinkse (2008) examined corporate 
responses to climate change in relation to carbon disclosure and reporting mechanisms 
of FT500 companies. Their study found evidence of ‘impressive and growing’ 
response rates in terms of numbers of disclosing firms, but questioned the value of the 
current level of disclosures to ‘investors, NGOs, or policymakers’ (Kolk et al., 2008, 
p. 719). Ethical Investment Research Services (2008) conducted a survey of the 
world’s 300 largest companies and found that over a quarter of the companies 
surveyed have either no, or limited, disclosure on climate change. 
 
The second stream of climate change-related disclosure studies was on the impact of 
companies’ industry type on disclosure levels. In a study of 120 companies from high 
GHG-emitting industries, Freedman and Jaggi (2005) found that disclosure levels are 
higher in larger firms and firms in Kyoto-ratifying countries. Based on the responses 
of a 2006 CDP questionnaire, Calvert and CERES (2007) investigated S&P 500 
companies’ disclosure practices on climate change-related risks and opportunities, and 
analysed the extensiveness and quality of the information being disclosed. A total of 
228 companies (47% of the S&P 500 companies surveyed) responded to the 2006 
CDP questionnaire. The report found that companies in the most emission-intensive 
sectors, such as the electric power and oil industries, demonstrated the highest 
disclosure, compared to the companies in low emission-intensive sectors, such as 
healthcare, retailers, and banks. Similar to the findings of Freedman and Jaggi (2005), 
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Stanny and Ely (2008) found in their study that the voluntary climate change-related 
disclosures for US S&P 500 companies in 2007, were higher in larger firms.  
 
In another study, Freedman and Jaggi (2008) investigated a comparative analysis 
among US, EU, Japanese, Canadian and Indian companies’ GHG emission 
disclosures. The study utilised companies’ disclosures within websites, annual reports, 
social, environmental and sustainability reports, and the CDP questionnaire. Their 
findings indicated that companies within countries that signed the Kyoto Protocol and 
set limits on emissions (i.e. EU, Canada and Japan) had better disclosure practices 
than companies within countries which had not signed the protocol (e.g. US) or had 
not set limits on reducing pollution emission (e.g. India). Consistent with the findings 
of Calvert and CERES (2007), this study found that the extent of disclosures by 
companies from the utility, material manufacturing, oil and gas, and chemical industry 
groups were significantly higher than companies from other industries.  
 
The above discussion suggests that prior research has identified increased levels of 
voluntary emission disclosures by companies worldwide (including US and UK 
companies), although the level of reporting is still minimal and inadequate. Another 
important finding is that companies in the larger industries and highest GHG emitting 
sectors, such as electric power, oil and gas, utility and manufacturing industries, are 
more concerned about the issue of climate change and disclosing more information 
compared to the companies in other sectors. Notably, none of the previous studies 
investigated companies’ climate change-related disclosure practices within their 
corporate governance practices. 
 
Research on voluntary climate change-related disclosures of Australian companies is 
minimal and has been limited to focus on examining the extent of carbon emissions, 
and for one particular year only. Similar to the international counterparts, the level of 
climate change-related corporate disclosures is found to be low in Australia (The 
Association of Chartered Certified Accountants, 2008; Simnett & Nugent, 2007). The 
Association of Chartered Certified Accountants (ACCA, 2008) published a report to 
examine the level and quality of climate change-related disclosures from the 50 
largest listed Australian companies and found a large variation in company 
disclosures. Companies’ sustainability/CSR/social and environmental reports, web-
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based reports, and annual report for the year 2006 were used in the analysis. 
Consistent with ACCA (2007) findings in UK companies, the report concluded that 
for the majority of the companies there has been significant progress in climate 
change-related disclosures. 
 
Similar patterns of disclosure are found by Simnett and Nugent (2007), who 
investigated carbon emissions disclosure practices of Australian companies. To 
understand the current levels of disclosure of carbon emission information and 
associated assurance in Australia, their study analysed annual reports and other 
reports containing carbon emissions data of ASX-listed companies for 2005. The 
study found a low level of disclosure in both annual and sustainability reports for the 
companies. In another study, Rankin, Wahyuni, and Windsor (2009) investigated 
voluntary GHG emissions disclosures of AXS-listed companies within annual reports 
of 2007. Their study identified a general increase in disclosures (since the 2005 
disclosure levels identified by Simnett and Nugent (2007)) which they argued was 
possibly a response to public and policy pressure for GHG disclosures. Cowan and 
Deegan (2011) investigated changes in GHG emissions disclosure practices of 
Australian companies during the implementation period of the National Pollutant 
Inventory (NPI). Their study found that the voluntary emissions disclosures by 
Australian companies was due to the introduction of emissions regulations, however, 
the extent of disclosure is still ‘minimal and inconsistent’.  
 
From the review of prior literature presented above, we see that there is a minimal, but 
growing, academic research investigating corporations’ climate change-related 
disclosure practices within the Australian context. As yet, no research has investigated 
whether and how Australian companies’ address climate change-related practices 
within their corporate governance structure and disclose relevant information. 
Specifically, there is a complete absence of a longitudinal study that investigates how 
Australian companies’ climate change-related corporate governance disclosures have 
changed over the years.  
 
It is worth mentioning here that climate change has unique attributes that make the 
case for its disclosure different from other corporate issues such as general 
environmental issues or health and safety issues. These issues are directly related to 
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organisational actions and subject to fines and penalties, and thus declines in 
organisations’ share prices. On the other hand, climate change is often seen as a 
broader societal issue which carries long term consequences for organisations rather 
than any immediate impacts. Lash and Wellington (2007, p. 3) argued that in a 
business-as-usual scenario, “executives typically manage environmental risk as a 
threefold problem of regulatory compliance, potential liability from industrial 
accidents, and pollutant release mitigation. But climate change presents business risks 
that are different in kind because the impact is global, the problem is long-term, and 
the harm is essentially irreversible”. It has to be acknowledged here that no real 
evidence exists to-date that companies are penalised due to their impact on climate 
change through non-compliance, such as fines and declines in the organisations’ share 
prices. However, ignoring the business risks of climate change could “lead a company 
to formulate an inaccurate risk profile” (Lash & Wellington, 2007, p. 3) which would 
provide companies’ stakeholders with a false impression about the businesses. 
Research has already established that human induced carbon emissions contribute to 
global climate change (IPCC, 2001; 2007a), which in turn stimulates stakeholder 
communities and regulators to be concerned about businesses’ emissions accounting. 
For example, the Australian government have introduced carbon tax policies and 
established a carbon trading scheme; these are unique in nature, as such policies 
cannot be observed in other social and environmental issues. Government regulators 
have started monitoring individual companies for inadequate climate-related practices 
and related disclosures by establishing National Greenhouse and Energy Reporting 
Act (NGER)12. Other stakeholder groups such as investment communities have also 
begun to demand more disclosure from companies regarding how they manage 
climate change-related business risks within their portfolio investment (Solomon et 
al., 2011) 
 
Although no real evidence exists to-date that companies have been penalised for non-
disclosure of climate change-related information, the way disclosure requirements are 
heading suggests the potential for regulatory risks for businesses that place 
responsibilities on corporations to measure and report information. For example, a 
                                                 
12
 The NGER Act requires large corporations to report their GHG emissions annually to the government through 
the Online System for Comprehensive Activity Reporting (OSCAR) (The Parliament of the Commonwealth of 
Australia: Senate, 2007). 
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failure to comply with the National Greenhouse and Energy Reporting (NGER) Act 
can result in fines of up to $22,0000 for Australian companies (Department of Climate 
Change and Energy Efficiency, 2011a). Companies’ chief executives will be held 
personally responsible for failing to report, failing to keep required records or 
providing false information, with daily penalties of $11,000 for each day of non-
compliance. Failure to address these issues will not only leave organisations open to 
significant corporate and personal liabilities, but may also jeopardise corporations’ 
competitive advantage and adversely affect investor and financial institutional 
confidence (Department of Climate Change and Energy Efficiency, 2011a). 
 
Solomon (2010) argues that company “directors were responsible for managing and 
disclosing information pertaining to social and environmental issues only if they were 
to prove material” (pp. 253-54). The differential business risks associated with climate 
change described in this study (please see Chapter 2, section 2.2.1) indicate the 
materiality of this issue to the businesses. Nieland, Bromilow, and Arnold (2010, p. 2) 
argue that “in its oversight role, the board should expect management to assess 
climate-related risk the same as it does any other significant risk”. Hence, a need of 
this study is to investigate companies’ climate change-related corporate governance 
practices and related disclosures.  
3.4.1 Climate change-related corporate governance disclosures 
 
Definitions of corporate governance fall along a spectrum of narrow to broader views, 
where the narrow view adopt the idea that corporate governance is restricted to the 
relationship between a company and its shareholders with a focus on financial 
outcomes (Clarke, 2007; Solomon, 2010). The broader view adopts the idea that 
corporate governance is a stakeholder-oriented approach, where it is seen as “a web of 
relationships, not only between a company and its owners (shareholders) but also 
between a company and a broad range of other ‘stakeholders’: employees, customers, 
suppliers, bond-holders, to name but a few” (Solomon, 2010, p. 5). Organisations 
have to oversee the benefits of society at large and a corporate board has a fiduciary 
duty extending to a wide variety of stakeholders (Sheehy 2005; Gabaldon 2006). 
Thus, the domain of corporate governance has been broadened to incorporate a more 
inclusive approach by bringing issues like businesses accountability to stakeholders 
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(apart from shareholders) to the forefront of organisations’ policies and practices 
(Brennan & Solomon, 2008; Solomon, 2010). The context of corporate governance, 
therefore, encompasses much more than providing financial information only, rather it 
offers a basis for the assessment of corporate environmental responsibility, including 
environmental information (Luo, 2006; Brennan & Solomon, 2008; Kolk, 2008; 
Solomon, 2010).  As the concern of the board of directors is now far more than simply 
about running their business, Solomon (2010) argues that managers who do not take 
account of environmental issues within their corporate governance practices, and 
disclose relevant information, are faced with direct shareholder and stakeholder 
action.  
 
As discussed in Chapter 2, climate change is a business risk. The business community 
is among the main contributors to global climate change, therefore, they need to 
consider and implement relevant strategies in their business practices to respond to the 
issue. One such response strategy is the adoption of climate change-related policies 
and procedures in the corporate governance practices to control and mitigate the 
climate change implications of the organisation’s operations (Cogan, 2006; Solomon, 
2010). Companies’ climate change governance and performance can be used to 
differentiate and classify each company’s strategic response to climate change. In a 
report conducted by Coalition for Environmentally Responsible Economies (CERES), 
Cogan (2006) revealed the degree to which 100 major global companies use corporate 
governance to address climate change risks and opportunities. Cogan (2006, p. 16) 
argued that: 
 
Effective corporate responses to climate change will be built on a foundation of properly focused 
governance practices and well functioning environmental management systems. Only after this 
foundation is in place – at the board and management level – can companies expect to make 
meaningful progress in controlling their emissions and orienting their businesses for the future. 
 
 
Given that the problem of climate change is directly impacted by business operations, 
and also creates risks and opportunities for businesses, it seems reasonable that 
various stakeholder groups will be particularly interested in the climate change-related 
policies and procedures that business organisations have in place. That is, to assess the 
relative risks and opportunities that climate change creates, stakeholders will demand 
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information about the types of policies and procedures an organisation has (or does 
not have) in place to address climate change. According to ACCA and Global 
Reporting Initiative (2009, p. 6), climate change-related corporate governance 
disclosures should explain “how corporate climate change policy is governed and 
managed within the organisation, in terms of board level responsibility, management 
systems for climate change and emissions and CEO endorsement. Disclosures should 
also clearly outline how climate change issues and risks are incorporated into core 
business strategy and objective setting”.   
3.5 General evidence of stakeholders’ expectations for climate 
change-related disclosures 
 
 
As described in Chapter 2 (section 2.3), from the very beginning of the climate 
change debate, different stakeholder groups started to pay attention to the issue. Over 
the years there has been a change in stakeholders’ concerns, with an increasing 
number of stakeholders expressing their interests and expectations towards 
organisations’ climate change-related information (Kolk & Pinkse, 2004; Kolk & 
Pinkse, 2007; Kolk, 2008). These groups include NGOs, consumers, media, scientific 
communities, shareholders, suppliers and professionals (Kolk & Pinkse, 2007; 
PLEON, 2007) who seem to hold organisations responsible and accountable for the 
issue. As stated in PLEON (2007, p.12): 
 
Stakeholder pressure, particularly from financial stakeholders and NGOs has resulted in an in-
crease of climate change emissions tracking and reporting mechanisms. Projects such as the 
Carbon Disclosure Project, Carbon Counts, and Global Reporting Initiative (GRI) have set an 
important precedent for transparency and disclosure around climate change. Companies who lag 
behind in either taking action or disclosing their activities are exposed to reputational and financial 
risk as other companies move ahead. 
 
This statement highlights that companies that do not disclose information about their 
climate change-related activities will be subject to various risks compared to their 
business counterparts who do disclose. For example, investors who rely on company 
reports may take action if a company’s reporting on their GHG emissions, energy use 
and energy production statements are shown to be incorrect, insufficient or misleading 
(Liberty White Paper Series, 2010). Such actions “may result in the company’s shares 
being sold by, for example, managed funds that invest in businesses with a sustainable 
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and socially responsible corporate governance focus” (Liberty White Paper Series, 
2010, p. 8).  
  
There is an increasing demand from various stakeholder groups for information in 
relation to companies’ climate change-related business practices. Specifically, what 
mechanisms organisations are putting in place to control and mitigate the climate 
change implications of the organisation’s operations (Cogan, 2006; Solomon, 2010). 
Focusing on the expectations for climate change-related information, Bebbington and 
González (2008, p. 707) state that: 
 
Investors, policy makers and the public in general, therefore, could be expected to need 
information from which they can assess the carbon intensity of corporate products and services and 
estimate the regulatory and competitive risks that a corporation is likely to face. Moreover, there is 
also a need for information on how the organisation manages GHG emissions (and the risks 
associated with their approach). This is likely to require non-financial accounting and reporting of 
and about GHG emissions.  
 
Bebbington and González (2008, p. 708) suggest that in order to reflect a “true and 
fair view” of corporate climate change-related performance, non-financial reporting is 
necessary to provide relevant information about the risks associated with climate 
change. This view is also expressed in a 2008 report from an accounting professional 
group, KPMG International (2008, p.53):  
 
 
Companies are aware that real measures must be taken to address the problem of climate change, 
not just band-aid solutions. With the high profile that climate and carbon has presently - and with 
the shadow of regulation looming - we expected higher disclosure on carbon footprint and risk. 
But looking backward to see the emissions it has already produced and then taking steps to reduce 
them in the future is only the first step in a company’s climate change management strategy. 
Companies must also cast their eyes forward and look into the future. What risks and opportunities 
await with greater regulation, a changing climate, and a carbon-constrained future? How will 
companies remain competitive when the rules of the game change? We think that an era of 
innovation is approaching in which companies will change and adapt their products and services to 
avert risks and to harness the opportunities presented by climate change in the near future.  
 
Stakeholders are not only interested in information about companies’ GHG emissions, 
but also how they manage emissions and associated risks of climate change by 
addressing strategies within their corporate governance practices. For example, there 
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is growing investor demand for what policies companies have in place for assessing 
various aspects of their climate change-related performances and risks. As stated by 
the Liberty White Paper Series (2010, p. 12):  
 
There is an increasing expectation nowadays on the part of shareholders and investors of 
companies for a clear articulation of corporate policies on climate change. This is not surprising 
given that climate risks are long-term risks and long-term investors need to able to manage their 
investment risks accordingly. Directors and officers should therefore integrate climate change 
impacts into risk management and other strategic planning activities within their company.  
 
Considering the risks posed by climate change, the board of directors and company 
executives are faced with a challenge to respond to climate change and disclose 
relevant information to the stakeholders (Mills, 2009; Cogan et al., 2008). Thus, 
“good governance of climate change within a company is essential to achieving 
greenhouse gas reductions, and good reporting is necessary in order to assure 
stakeholders of this” (ACCA, 2007, p. 6).  
 
Over time there have been a number of studies that have reviewed the voluntary 
corporate social and environmental disclosure practices of business organisations (see 
for example, Deegan & Rankin, 1996; Deegan et al., 2002; Cormier & Magnan, 2003; 
Islam & Deegan, 2008; Prado-Lorenzo et al., 2008). In providing social and 
environmental information, organisations are concerned with the increasing 
expectations of the user of this corporate information. Evidence from the accounting 
literature has found that various stakeholder groups demand corporate social and 
environmental performance information (see for example Blacconiere & Patten, 1994; 
Epstein & Freedman, 1994; Tilt, 1994, 2007; Azzone et al., 1997; Deegan & Rankin, 
1997, 1999; O’Dwyer, Unerman & Hession, 2005). These studies emphasised that the 
growing awareness from stakeholders has influenced companies to discharge a 
broader accountability to stakeholder groups through corporate, social and 
environmental reporting, as stakeholder groups require such information for decision 
making and for accountability purposes. However, despite the growth in stakeholder 
expectations for climate change-related information, more specifically for climate 
change-related corporate governance information, no research to date investigates 
whether and what information stakeholders believe companies should disclose. 
Bebbington and González (2008, p. 708) argue that there is a need for further research 
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into how organisations’ “carbon position and carbon management is disclosed”, as 
such research should help to understand the risks and uncertainties associated with 
climate change. This study seeks to address this gap by exploring what climate 
change-related corporate governance items of information stakeholders expect 
companies to disclose.  
3.5.1 Climate change-related disclosure frameworks 
 
There are various global forums and initiatives, such as the Climate Disclosure 
Standards Board (CDSB); Carbon Disclosure Project (CDP) and Institutional 
Investors Group on Climate Change (IIGCC); the UN and Coalition for 
Environmentally Responsible Economies (CERES); Investor Network on Climate 
Change (INCR); the Global Framework for Climate Risk Disclosure and initiatives of 
the World Economic Forum (WEF); the World Business Council for Sustainable 
Development and World Resource Institute’s Greenhouse Gas Protocol; and Global 
Reporting Initiatives (GRI). They are working to provide disclosure guidelines for 
companies who want to address climate change (Global Reporting Initiative and 
KPMG, 2007; KPMG, 2008a). For example, to enforce carbon-related reporting in 
annual reports, seven business and environmental organisations have formed a 
consortium named the Climate Disclosure Standards Board (CDSB), to create a 
Generally-Accepted Carbon Accounting Principles (GACAP); this provides a 
framework for climate reporting in annual reports, similar to the generally accepted 
frameworks that have been created for corporate financial reporting. The proposed 
CDSB reporting framework focuses on the disclosure of the climate issues in 
company annual reports such as: total emissions, assessment of the physical risks of 
climate change, assessment of the regulatory risks and opportunities from climate 
change, and strategic analysis of climate and emissions management (Climate 
Disclosure Standards Board, 2009).  
 
Apart from the initiatives taken by global organisations, government initiatives are 
also taking place in different national contexts. For example, the Australian 
government has introduced various mandatory and/or voluntary programs to 
encourage climate change-related corporate reporting (e.g. Mandatory Renewable 
Energy Target (MRET) and Greenhouse Challenge Plus). Recently another mandatory 
 53
carbon-related reporting framework has been introduced in Australia. The framework 
is called the National Greenhouse and Energy Reporting Act 2007 (the NGER Act), 
which has established a national framework for Australian corporations to report 
GHG emissions, reductions, removals and offsets, and energy consumption and 
production, from 1 July 2008 (The Parliament of the Commonwealth of Australia: 
Senate, 2007).  
 
However, none of the proposed disclosure frameworks for business organisations 
provides guidelines in terms of what climate change-related corporate governance 
practices companies should disclose. The disclosure frameworks developed to date 
have focused extensively upon climate change mitigation, GHG emissions, offsets, 
adaptation, and energy consumptions and production rather than providing climate 
change-related disclosure guidelines within the corporate governance context.  
 
Previous research studies in social and environmental accounting either used or 
developed disclosure indices for the purpose of classifying and measuring corporate 
social and environmental disclosures in annual and stand-alone reports (see for 
example Ernst & Ernst, 1978; Wiseman, 1982; Guthrie & Parker, 1989; 1990; Gray et 
al., 1995a; Hackston & Milne, 1996; van Staden & Hooks, 2007; Islam & Deegan, 
2008). However, a review of these studies indicated that the respective indices used or 
developed were not sufficiently refined in terms of the specific issues of climate 
change. As already indicated, in the area of environmental accounting research, 
climate change risk is now a growing concern that organisations have to address in 
their strategies and decision-making (Solomon, 2010). Organisations’ corporate 
governance is expected to oversee information disclosure and transparency, and 
responses to the issues of climate change (Galbreath, 2010). A major challenge, 
therefore, remains for companies to decide what climate change-related corporate 
governance practices are most useful for addressing climate change.  
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3.6 Gaps in the literature 
 
This chapter discussed environmental accounting research with a particular focus on 
corporate environmental disclosure, which is one of the key elements of 
environmental accounting research. Prior research on corporate environmental 
disclosure has attempted to provide an understanding of the trends in and motives for 
corporate disclosure. A review of prior research on corporate environmental 
disclosure trends around the world suggests that the incidence and quality of corporate 
environmental disclosure practices has increased substantially since the 1990s. 
Subsequently, the scope of environmental accounting research is expanding to address 
more recent issues like climate change. However, the discussion of this chapter leads 
to a consideration of the following research deficiencies in the environmental 
accounting literature: 
 
1. A review of the prior literature indicates that currently there is a lack of 
research investigating corporations’ climate change-related corporate 
governance disclosure practices.  While the extant research on climate change-
related disclosures primarily focus on the GHG emission disclosures, no 
research to date has examined companies disclosure practices in relation to 
what policies and procedures organisations have in place for addressing 
various issues associated with climate change.  
 
2. A review of literature also highlights that no research to date has documented 
a longitudinal study that investigates Australian companies’ climate change-
related disclosure practices within their corporate governance context.  
 
3. Despite the perceived expectations of the stakeholder groups for information, 
there is a complete absence of research investigating what types of information 
stakeholders perceive companies should disclose in relation to climate change-
related corporate governance practices.  
 
4. There is a growing body of international organisations, as well as government 
initiatives, addressing the issue of climate change by highlighting what 
business organisations should disclose. However, whilst providing reporting 
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frameworks in relation to various issues, risks and opportunities associated 
with climate change, GHG emissions, offsetting emissions, energy 
consumptions and production, these guides fail to establish the climate 
change-related disclosure framework within the corporate governance context. 
Existing environmental accounting research utilising disclosure indices to 
investigate corporate environmental disclosure practices also fails to 
incorporate issues like climate change-related corporate governance practices. 
 
The above deficiencies have led to the need for this particular research, which 
attempts to fill the gaps by adding to the existing body of knowledge investigating the 
nature of the climate change-related corporate governance disclosure practices of 
Australian companies. This study also seeks to explore what different groups of 
stakeholders perceive companies should disclose in relation to climate change-related 
corporate governance practices. Aligning these two issues would lead this study to 
investigate the reasons for any possible lack of disclosure with regards to climate 
change-related corporate governance practices.  
3.7 Development of the key research stages: an overview 
 
The main goal of this study is to contribute to the literature, theoretically and 
empirically, by offering an investigation on corporate disclosure about a specific 
environmental issue that literature has neglected so far. While this study consists of 
three stages, the discussion within this chapter leads the researcher to focus primarily 
on the first two stages. An overview of each research stage is provided below: 
 
1. Stage one, presented in Chapter 5, will investigate the climate change-related 
corporate governance disclosure practices of five major Australian energy-
intensive companies over a 16-year period (1992-2007). More particularly, 
this stage focuses on the disclosures that provide information about the 
policies that organisations have in place for addressing climate change. This 
stage employs a content analysis research method to investigate disclosures 
within annual reports and standalone social and environmental (or 
sustainability) reports. In doing so, this stage develops a disclosure index 
consisting of 25 specific climate change-related corporate governance issues 
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under eight general categories. The index is developed on the basis of six 
expert guides provided by various research organisations and NGOs in regards 
to what elements should be included within a corporate governance system 
that properly addresses climate change.  
 
2. Stage two will be presented in Chapter 6. While the first stage will identify the 
disclosure practices of Australian companies, the second stage of the study 
will look at what different groups of stakeholders perceive companies should 
disclose in relation to climate change-related corporate governance practices. 
Based on an online survey tool (survey-monkey), this stage will survey a 
group of experts within different stakeholder groups (including institutional 
investors, government bodies, environmental NGOs, environmental 
consultancies, researchers and accounting professionals) to rank the 25 
specific climate change-related corporate governance disclosure issues 
developed in the first stage of the study. The survey also asked the respondents 
to suggest other important climate change-related corporate governance 
disclosure issues not listed in the preliminary index. Thus, stage two of the 
study will effectively utilise the disclosure index developed in stage one to 
build a ‘best practice disclosure index’ in relation to climate change-related 
corporate governance practices.  
 
3. The third and final stage will be presented in Chapter 7. The findings of the 
first and second stages will lead to an investigation of any potential lack of 
disclosures in relation to companies’ climate change-related corporate 
governance practices compared to the best practices. To achieve this research 
objective, stage three conducted in-depth interviews with senior executives of 
some Australian companies.  
 
 
 
 
 
 57
3.8 Chapter conclusion  
 
The aim of this chapter was to find out whether and how the current environmental 
accounting literature addresses a specific environmental issue – in particular, the 
disclosure practices of companies’ climate change-related practices within their 
governance structure. A review of the literature points to gaps in extant environmental 
accounting research. Keeping these key research gaps in mind, the discussion of this 
chapter leads to the first two stages (outlined in Chapter 5 and 6) of this study: to 
investigate the climate change-related corporate governance disclosure practices of 
Australian companies, and to investigate the expectations of different stakeholder 
groups in relation to what information they want companies to disclose. While 
investigating the research issues identified in this chapter, it is essential to embrace 
the relevant theoretical frameworks underpinning the research. In this regard, Chapter 
4 presents a detailed discussion of these theories, as they are relevant to gaining an 
understanding of a stakeholder perspective, as well as company perspective, 
pertaining to the disclosure of climate change-related corporate governance practices 
of business organisations. 
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Chapter Four: Theoretical Perspectives Underpinning the 
Research 
 
4.1 Introduction 
 
There are three inter-related research stages of this study. Stage one investigates the 
nature of the climate change-related corporate governance disclosure practices by 
major Australian companies. The motivation for organisations to disclose (or not to) 
details about existing climate change-related corporate governance practices, is an 
interesting issue in itself. Previous researchers provide a variety of theoretical 
perspectives to explain or predict disclosure (or non-disclosure) decisions. Stage-one 
of this study, however, restricts the attention to investigating the more descriptive 
issue of what information companies (information preparers) are providing in relation 
to climate change-related corporate governance practices when they choose to 
disclose. This stage is, therefore, descriptive in nature, which provides the basis for 
going further to investigate what information stakeholders perceive companies should 
disclose in relation to climate change-related corporate governance practices, and 
whether the disclosure practices (found in stage one) fit with stakeholders’ demand 
for information. Consequently, the second stage of the study seeks to explore different 
groups of stakeholders’ demands for information about climate change-related 
corporate governance practices. In relying upon the users to tell us what information 
is useful for their decision-making, stage two develops a ‘best practice’ disclosure 
index in relation to climate change-related corporate governance practices.   
 
Comparing the findings of stage one and two, this study then examines whether the 
current disclosure practices of companies satisfies stakeholders’ demand for 
information. Therefore, the third and final stage of this study investigates the reasons 
for the potential lack of disclosure in relation to climate change-related corporate 
governance information. For this purpose, stage three looks at managerial motivations 
to disclose or not to disclose climate change-related corporate governance 
information.  
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The aim of this chapter is to provide the theoretical framework within which climate 
change-related corporate governance disclosure practices are examined. It is offered 
in two parts. First, Section 4.2 looks at the decision usefulness theory in order to 
examine what types of climate change-related corporate governance information are 
useful for users’ decision-making (i.e. what information stakeholders want). Section 
4.3 and 4.4 then examine stakeholder and institutional theories as frameworks within 
which to examine companies’ motivations for disclosing climate change-related 
corporate governance information (i.e. why companies should (or should not) and/or 
would (or would not) disclose information)13.  
4.2 Decision-usefulness theory 
  
The decision-usefulness theory has been particularly influential since the 1970s 
following the rise in the information needs of the users of annual reports (Hibbitt, 
2003). As a major normative accounting theory, the decision-usefulness theory 
focuses on the provision of information for decision-making that is regarded as the 
main function of financial statements (Chambers, 1955; Edwards & Bell, 1961). 
Chambers (1955, p. 22) highlights the importance of the decision-usefulness function 
of accounting information systems, where “the information yielded by any such 
system should be relevant to the kinds of decision making of which it is expected to 
facilitate”.   
 
Focusing on the decision-usefulness function of the financial statements, Armstrong 
(1977, p. 7) suggests that “the basic objective of financial statements is to provide 
                                                 
13
 Most prior research has utilised the legitimacy theory to explain companies’ motivation for disclosing social and 
environmental information aimed at regaining or maintaining legitimacy (Deegan, 2009; Deegan & Blomquist, 
2006; Gray et al, 1995a; Deegan, 2002). There is a great deal of overlap among legitimacy, stakeholder and 
institutional theories, as all of the theories have come from the same political economy paradigm; therefore they 
provide a complementary perspective (Deegan, 2009). All three theories view the organisation as part of a broader 
social system which they are influenced by, as well as are able to influence the expectations of other organisations 
within a given social system. Therefore, these three theories are not competing with one another. Legitimacy 
theorists also embrace the concept of stakeholders, but in a different way from the stakeholder theorists. 
Legitimacy theory adopts a general view of the stakeholders in terms of the society, the community or the ‘relevant 
publics’. The legitimacy theory would suggest that environmental information supplied should be sufficient to 
justify to the stakeholders (and thus society) that operations and activities of an organisation are acceptable and 
meeting the requirements of the implicit social contract. However, there is currently a lack of evidence to identify 
or describe that the reasoning for climate change-related corporate governance information disclosure (or lack 
thereof) is to gain or maintain their legitimacy in the wider society. Therefore, this study utilises a complementary 
perspective between the managerial branch of the stakeholder theory and coercive isomorphism of the institutional 
theory that examines the contextual features of ‘power’ of the stakeholder groups to help understand organisations’ 
motivations to disclose or not to disclose climate change-related corporate governance information. 
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useful information for making economic decisions”. The conceptual framework of the 
US-based Financial Accounting Standards Board (FASB) maintains that a primary 
purpose of the financial statements is to provide information that is useful to investors 
and creditors in making their economic decisions (Williams, 2009; Young, 2006). The 
UK-based International Accounting Standards Board (IASB) (International Financial 
Reporting Standards, 2008) also states that the objective of financial reporting is to 
provide financial information about the reporting entity. This information is useful to 
present to potential equity investors, lenders and other creditors in making decisions 
about their capacity to become capital providers. The basis for decision-usefulness is, 
therefore, to make the disclosed information relevant for the purpose of user decision 
making (Armstrong, 1977; Puxty & Laughlin, 1983; Mathews & Perera, 1996; 
Watkins, 2007; Deegan, 2009). From this theoretical perspective, corporate disclosure 
is utilised by a range of information users, where information is perceived as an input 
to the economic, social and political decisions undertaken by individuals and groups 
both inside and outside the disclosing organisation (Guthrie & Parker, 1990; Jones & 
Belkaoui, 2010).   
 
According to Bebbington, Gray and Laughlin (2001, p. 418), under the decision-
usefulness approach “the purpose of financial accounting information is to satisfy the 
needs (i.e. what is required according to some criteria), or wants (i.e. what the 
recipients require according to their personal wishes) of users”. Bebbington et al. 
(2001, p. 414) argue that:  
 
The decision usefulness approach maintains that the information supplied through financial 
accounting should be primarily addressed to the specific information wants or needs of 
particular recipient organizations…under the decision usefulness approach the information 
content may vary across organizations since the users (recipient organizations) needs or wants 
are variable.  
 
Bebbington et al. (2001) argue that under the decision-usefulness approach, the 
information needs or wants of users can be determined through research with respect 
to the users of the information. In this context, the decision usefulness approach is 
considered to have two branches, the decision-models emphasis and the decision-
makers emphasis (Bebbington et al., 2001). While the decision-models emphasis is 
based upon the researchers’ perceptions of what is required for the users of 
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information for efficient decision making, the decision-makers emphasis relies on the 
model that seeks to ask the users of the information about what information they want. 
Stage two of this broader study adopts a decision-usefulness/decision-makers 
emphasis to understand stakeholders’ demand for climate change-related corporate 
governance information.       
4.2.1 Decision-usefulness/Decision-models emphasis 
 
The decision-models emphasis is based on the view that the primary purpose of 
financial statements is to provide information that meets the ‘needs’ of parties other 
than the reporting organisation (Laughlin & Gray, 1988). According to Bebbington et 
al. (2001, p. 418), the decision-models emphasis “maintains that the accountants (or 
the preparers) know what the decision-makers really need (related to the objectives 
they wish to achieve through the focal organization), and it is this need which should 
guide the contents of financial accounting flows”. Thus the decision-models emphasis 
does not ask the decision makers what information they want but, instead, relies on 
the types of information considered useful by the researchers of users’ decision 
making. In this context, the decision-models emphasise the predictive ability of 
selecting items of accounting information that ought to be evaluated in terms of their 
purpose or use to the users of this data (Bebbington et al., 2001; Jones & Belkaoui, 
2010). The underlying argument is to teach the decision-makers how to use the 
information they are unfamiliar with (Wolk & Tearney, 1997).    
 
Theorists within the decision-models emphasis have tended to assume that classes of 
stakeholders have identical information needs (Deegan, 2009). In recognising the 
practical and economic constraints involved in providing all of the information that all 
decision makers might need, Sterling (1972) argues that an accounting system should 
be designed to supply ‘relevant’ information for ‘rational decision models’; where 
rational in this context refers to “those decision models that are most likely to allow 
decision-makers to achieve their goals” (p. 199). The accounting system cannot 
provide all the information required by all decision-makers, and therefore needs to 
exclude some kinds of information and include others (Jones & Belkaoui, 2010). 
Thus, by restricting information to the rational ones, the decision-models emphasis 
permits to exclude “a raft of data based on the whims of decision-makers” and 
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concentrates on those kinds that would be effective “in achieving the decision-makers 
goals” (Jones and Belkaoui, 2010, p. 287).    
 
4.2.2 Decision-usefulness/Decision-makers emphasis 
 
The second branch of decision-usefulness theory is the decision-makers emphasis that 
investigates human behaviour, either at the aggregate level or at the individual level 
(Buzby & Falk, 1978; Epstein & Freedman, 1994). The aggregate-market-behaviour 
approach is based largely on the works of Gonedes (1972) and Gonedes and Dopuch 
(1974). It implies that the evaluation of informational content, and the selection of 
accounting numbers and the procedures for producing those numbers, should be 
governed in the context of aggregate stock market behaviour (Gonedes, 1972; 
Gonedes & Dopuch, 1974; Beaver, 1972). The rationale is that if any kind of 
accounting information is published then its actual information value can be judged 
by whether there is a movement in the share price as a result (Bebbington et al., 
2001). If such a movement is found then the information must be considered as useful 
i.e. the information has its value to the market, or more specifically, to those who 
make the market (Bebbington et al., 2001; Deegan, 2009). In other words, it satisfies 
the information ‘wants’ of these users (Bebbington et al. 2001).  Researchers working 
within this particular domain are often referred to as ‘market-based accounting’ 
researchers, who normally conduct their research by utilising theories such as the 
efficient market model and the efficient market hypothesis (Hibbitt, 2003; Jones & 
Belkaoui, 2010).   
 
Another variant of the decision-makers emphasis, the individual-user paradigm, is 
based mostly on the work of Burns (1968) who proposed the relationship between the 
use of and the relevance of accounting information to the decision-makers’ conception 
of accounting. Advocates of this paradigm focus on individual-user response to and 
demand for accounting variables (Jones & Belkaoui, 2010). It maintains that the 
decision-makers know best what information they want and the organisation should 
satisfy these wants (Sterling, 1972; Bebbington et al., 2001; Jones & Belkaoui, 2010). 
Therefore, it seeks to ask the users of the information what information they want. 
Then the provider of information uses this knowledge to prescribe what information 
should be supplied to the users of financial reports, ignoring why they want this 
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information or how the information will be used (Bebbington et al., 2001; Deegan, 
2009). As Bebbington et al. (2001, p. 419) argue: 
 
With regard to the decision-makers emphasis the only way to discover information wants is to 
go and ask the recipient organizations and draw from these observations insights which will 
provide the basis for the contents of the financial accounting reports.  
 
Both aggregate market and individual-user approaches of the decision-makers 
emphasis considers that the focus should be more on investigating what information 
users want rather than assuming their information needs (Belkaoui, 2004). Goldberg 
(2001, p. 73) states that “if the requirements of some users are not communicated 
effectively to those who decide on the data to be recorded, the intention of the users 
may not be fulfilled”. Thus in case of the decision-makers  emphasis the focus is on 
the users’ requirements and not on those of the information providers (Bebbington et 
al., 2001; Deegan, 2009). Although users are not supposed to totally dictate how 
information is presented, it is essential that they provide feedback on their 
requirements to the presenters of financial information. Thus, if providers of financial 
information considered doing a user needs analysis to determine which information 
would be relevant to which user, this could lead to better financial decision making.    
 
The decision-usefulness theory is not free from criticisms. According to Gray et al. 
(1995a) there is a lack of theory in this theoretical category. They argue that decision-
usefulness studies do not apply a clear theory and can be seen as a separate 
methodological branch (e.g. ranking of information on its perceived decision-
usefulness in the financial community) (Belkaoui, 1976; Preston, 1978; Andersen & 
Franckle, 1980; Ingram & Frazier, 1983). Gray et al. (1995a) identify that the range of 
studies using this theory provide inconsistent and inconclusive results, and they claim 
that decision-usefulness as a theory for studying organisational, social and 
environmental disclosures is both “misspecified and under theorised” (p. 51). 
However, despite the inconclusive nature of this research, existing social and 
environmental accounting literature utilised the decision-usefulness theory and found 
that social and environmental information influences users’ decision-making.   
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Another argument is that under the decision-usefulness theory, the dynamic nature of 
the relationship between the information provider (the agent) and the information 
recipient (the principal), in the context of existing power inequalities and information 
asymmetries, has not been explored (Hibbitt, 2003). Kokubu, Tomimatsu and 
Yamagami (1994) argue that the application of the decision-usefulness theory in 
explaining “the nature and causes of corporate social and environmental disclosures 
remains problematic because the generally-accepted concept of principal-agent 
relationship has so far not been established with respect to social reporting” (cited in 
Hobbitt, 2003, p. 125). However, based on prior studies (Cooper & Shearer, 1984; 
Gray et al. 1987; Mathews, 1985; 1993; Owen, 1992; Epstein & Freedman, 1994; 
Rikhardsson & Holm, 2006), Hibbitt (2003, p. 125) argues that in the context of social 
and environmental disclosures, “the prime case for decision-usefulness theories lies in 
their potential, in a normative rather than descriptive sense, to give voice to other 
factions and interest groups and dialogues which are traditionally excluded from 
accounting research and practice”. 
4.2.3 Decision-usefulness applied in social and environmental 
accounting literature 
 
Previous research within the social and environmental accounting literature has 
applied the decision-usefulness theory to understand the usefulness of information to 
the varieties of user groups. Decision-usefulness looks at the disclosure of companies’ 
social and environmental performance and its subsequent use in stakeholders’ 
decision-making processes, often by ‘traditional’ user groups such as shareholders and 
investors (Bebbington et al, 2001).   
 
Within the decision-usefulness theory, the decision-maker approach sees social and 
environmental information from the perspective of the stakeholder rather than the 
organisations. Previous research applies the decision-makers approach to investigate 
how various classes of annual report users assess the importance, or otherwise, of 
social and environmental disclosures (Degan & Rankin, 1997; Deegan, 2009). There 
have been empirical studies providing evidence on the decision-maker approach of 
social and environmental information, to understand what information, if any, users’ 
perceive as important for their decision-making and whether they demand such 
information from companies (Acland 1976; Hendricks 1976; Preston, 1978; Buzby & 
 65
Falk, 1979; Belkaoui, 1980; Rockness & Williams, 1988; Epstein & Freedman, 1994; 
Deegan & Rankin 1997; Milne & Patten 2002; Rikhardsson & Holm, 2006; Solomon 
& Solomon, 2006). Belkaoui (1976) found that there is demand from investors for 
companies to disclose social and environmental information. Belakaoui (1976) 
reported that investors consider social and environmental information important, as 
such information helps them compare the negative and positive effects of disclosing 
social information on share market price. Buzby and Falk (1978) found that mutual 
fund investors placed a relatively high degree of importance on some social and 
environmental information in comparison to some non-social information. Epstein 
and Freedman (1994) reported a strong demand for corporate social and 
environmental information by individual investors (including product safety and 
environmental activities) who consider such information important for their decision-
making. On the other hand, Tilt (1994) documented strong evidence that community 
pressure groups demand social disclosures in annual reports and indeed make use of 
the information. Deegan and Rankin (1997) identified various groups of users such as 
shareholders, accounting academics and review organisations, who perceive 
environmental information as important. Their study found that users demand 
disclosure of such information and indeed make use of the information to assist in 
making various decisions.   
 
By applying the decision-makers approach, previous studies also found that not all 
social and environmental information is considered relevant or useful by users 
(Abbott & Monsen, 1979; Cowen, Ferreri & Parker, 1987; Epstein & Freedman, 
1994; Patten, 1995). For example, the study by Epstein and Freedman (1994) 
indicated that 47.6% of respondents wanted community involvement disclosed in the 
financial report, while another 23.58% wanted it not only disclosed but also audited, 
resulting in a total of 71.18% respondents wanting to see community involvement 
disclosed in the financial report. Over 60% of the respondents also required that 
corporations disclose the social impacts of their activities on the community group.  
 
As documented above, by utilising the decision-maker approach it is possible to 
understand what information users perceive as important for their decision making. 
Within the social and environmental accounting literature, prior research shows that 
beyond shareholders there are a number of stakeholder groups who want social and 
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environmental information to see whether corporations are socially and 
environmentally accountable (see brief overview within Deegan, 2002; 2009). While 
prior research, embracing the decision-maker approach, identifies corporate social and 
environmental information items and disclosure considered important in assessing 
organisations operations, this has not yet determined the informational items 
important in the specific context of climate change-related corporate governance 
practices. As already noted, the aim of the second stage of this study (Chapter 6) is to 
explore the information content in relation to climate change-related corporate 
governance information by investigating the usefulness of this information to the 
users. Using users’ opinions, this stage then develops a climate change-related 
corporate governance ‘best practice’ disclosure index. By adopting a decision-makers 
approach, previous studies developed disclosure indices based on the users’ perceived 
importance of each disclosure item (e.g., Buzby & Falk, 1979; Chow & Wong-Boren, 
1987; Cooke, 1989; Wallace & Naser, 1995; Inchausti, 1997; Depoers, 2000). A 
‘decision-makers’ emphasis’ accepts the view that the information requirements of 
users can be determined through research that enquires of specific users what 
information they want. Much of these studies are questionnaire-based (Deegan, 2009). 
Consequently, stage two of this broader study adopts a decision-makers emphasis by 
applying a survey questionnaire method to understand what climate change-related 
corporate governance practices stakeholders perceive as important for their decision-
making.  
 
Whilst stage two investigates, from the perspective of company stakeholders, what 
climate change-related corporate governance information they want from companies, 
the third and final stage of this study examines the reasons for the potential lack of 
disclosure in relation to climate change-related corporate governance information. 
Previous research suggests a number of theoretical perspectives to answer such 
questions. Of these, the stakeholder theory, and to a lesser extent the institutional 
theory have emerged as dominant theoretical frameworks to explain why companies 
disclose (or do not disclose) social and environmental information. The following 
sections, therefore, examine the applicability of each of these two theoretical 
perspectives to the phenomenon of climate change-related corporate governance 
disclosures.  
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4.3 Stakeholder theory 
 
Stakeholder theory is based on the assumption that organisations’ continued existence 
requires the support of specific stakeholders. There are two branches of stakeholder 
theory: the normative (or ethical) branch and the managerial (or positive) branch. To 
understand these two branches it is essential to understand who these stakeholders are. 
The next section, therefore, presents definitions of stakeholders, followed by a 
discussion of each branch of stakeholder theory. 
4.3.1 Definitions of Stakeholders 
 
Freeman (1984, p. 46) defines stakeholders of an organisation as “any group or 
individual who can affect or is affected by the achievement of the organization’s 
objectives”. In relation to the concept of stakeholders, Freeman (1984) argues that 
organisational success largely depends on the extent to which the organisation tends 
to meet the needs of its stakeholders. Similar to Freeman (1984), Carroll (1993, p. 74) 
identifies stakeholders as “any individual or group who can affect or is affected by the 
actions, decisions, policies, practices, or goals of the organisation”. Hill and Jones 
(1992) identify stakeholders as those groups who have legitimate claims on the 
organisation which is substantiated by a relationship of exchange between themselves 
and the organisation. Hill and Jones (1992, p. 133) state that: 
 
The term stakeholder refers to groups of constituents who have a legitimate claim on the firm. This 
legitimacy is established through the existence of an exchange relationship, that is, an identifiable 
contract can be shown to exist between two parties. Stakeholders include stockholders, creditors, 
managers, employees, customers, suppliers, local communities and the general public. Each of 
these groups can be seen as supplying the firm with critical resources (contributions) and in 
exchange each expects its interests to be satisfied (by inducements). 
 
In considering stakeholder groups’ legitimate claims on organisations, Mitchell et al., 
(1997, p. 857) argue that stakeholders “may or may not have legitimate claims”, but 
“may be able to affect or be affected by the firm nonetheless, and thus affect the 
interests of those who do have legitimate claims”. 
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From the definitions of stakeholders, it is understood that the meaning of stakeholders 
is very broad indeed; not only can stakeholders affect organisations in some way, they 
can also be affected by organisations’ activities. Indeed many groups can be 
considered as stakeholders if the above definitions are considered. With this in mind, 
the identification of stakeholders is important. Many researchers generally identify 
two classifications (primary stakeholders and secondary stakeholders) of an 
organisation’s stakeholders in developing a stakeholder management strategy 
(Freeman, 1984; Clarkson, 1995). Primary stakeholders are those “groups that have, 
or claim, ownership, rights, or interests in a corporation and its activities, past, 
present, or future” (Clarkson, 1995, p.106). Clarkson argues that the continued 
association of these groups are necessary for an organisation’s survival. Primary 
stakeholders often include customers, employees, suppliers, investors and 
shareholders. Governments and local communities, whose laws influence the 
company, can be primary or secondary stakeholders (Clarkson, 1995). Secondary 
stakeholders are those who can influence or be influenced by the firm, but who are not 
necessarily essential for the firm’s survival. As Clarkson (1995, p.107) defined 
secondary stakeholders as “those who influence or affect, or are influenced or affected 
by, the corporation, but they are not engaged in transactions with the corporation and 
are not essential for its survival”. This group typically includes consumer advocate 
groups, media, unions, political groups, scientific community and trade associations 
(Greenley et al., 2004; Polonsky, 1995).  
4.3.2 Normative/Ethical branch of stakeholder theory 
 
The normative branch of stakeholder theory questions Friedman’s (1970) proposition 
about the organisational objective of profit maximisation and argues that this 
perspective has failed to recognise groups affected by the organisation’s decisions 
(Carrigan, 1995; Freeman, 1999). Thus it differs from the shareholder/agency theory 
in the sense that organisations have responsibilities to all stakeholders, including 
shareholders. Normative stakeholders are “those to whom the organisation has a 
moral obligation, an obligation of stakeholder fairness, over and above that due other 
social actions simply by virtue of them being human” (Phillips, Freeman & Wicks, 
2003, p. 31). Normative stakeholder theory investigates whether managers should 
meet the demands of the stakeholders, other than shareholders and, if so, on what 
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grounds these various stakeholders have justifiable claims over the firm (Margolis & 
Walsh, 2003). This approach provides the moral basis for the stakeholder theory by 
stating to do (or not to do) the right (wrong) thing (Donaldson & Preston, 1995).  
 
Normative stakeholder theory attempts to lay the ethical foundation or philosophical 
principles for the suggestion that an organisation has an obligation to recognise the 
demands of all stakeholders. O’Dwyer et al. (2005) argue that stakeholders are aware 
of their “right to know” about the impact of an organisation on them, and hold 
expectations concerning the accountability of firms “for their stewardship” of 
stakeholders resources (p. 22). Reviewing the work in stakeholder theory, Donaldson 
and Preston (1995, p. 67) concluded that there are three normative ideas: first, they 
propose a definition of stakeholders as “persons or groups with legitimate interests in 
procedural and/or substantive aspects of corporate activity”; second, the idea that “the 
interests of all stakeholders are of intrinsic value. That is, each group of stakeholders’ 
merits consideration for its own stake and not merely because of its ability to further 
the interests of some other groups, such as the shareowners”; third, managers should 
“attend to the legitimate interests of all appropriate stakeholders”.  
 
Normative stakeholder theory suggests that “management must give equal 
consideration to the interests of all stakeholders and, when these interests conflict, 
manage the business so as to attain the optimal balance among them” (Hasnas, 1998, 
p.32). The theoretical perspective proposed by the normative branch is that 
management is obliged to consider the interest of the wider stakeholder groups, over 
the interest of shareholders only (Hasnas, 1998, p.32). Linked to this idea is the notion 
of ‘accountability’.  
4.3.2.1 The notion of ‘accountability’  
 
Deegan (2009) suggests that the right to information grounded in the normative 
branch of the stakeholder theory is consistent with an ‘accountability’ perspective as 
outlined by Gray, owen and Maunders (1991) and Gray, Owen and Adams (1996b). 
The notion of accountability emphasises “the duty to provide an account or reckoning 
of those actions for which one is held responsible” (Gray et al., 1996b, p. 38). Gray et 
al. (1996b) suggest that accountability involves responsibilities for undertaking 
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particular actions and thereby, providing an account of those actions. Explaining 
accountability within the context of environmental accounting, Gauthier et al. (1997, 
p. 29) state that: 
 
Accountability is defined as the obligation imposed on a manager (leader, administrator, etc) by 
the law or a regulation or contract to demonstrate that he or she has managed or controlled, in 
accordance with certain explicit or implicit conditions, the resources with which he or she has been 
entrusted. Accountability, therefore, requires disclosure of the information deemed necessary to 
account for the company’s performance with respect to the issues and objectives previously 
established. In the context of environmental accounting, a company must account for its overall 
performance, including its performance with regard to environmental issues. 
 
The notion of accountability is often used in the social and environmental accounting 
literature emphasising the responsibility of organisations to account for their actions 
(Cooper & Owen, 2007; Parker, 2005; Adams, 2004; Adams & McNicholas, 2007). It 
sees social and environmental disclosure practices as a moral discourse to satisfy a 
larger range of accountability relationships, as disclosure is considered an “integral 
element of the process of communication between the company and key stakeholders” 
(Zadek, 1998, p. 1427). Gray et al., (1991) applied the notion of accountability to 
corporate social disclosure and argued that the role of corporate social disclosure is to 
inform society about the extent to which the organisation meets the responsibilities 
imposed upon it. To be accountable, companies’ disclosure needs to demonstrate 
corporate acceptance of its ethical, social and environmental responsibility (Adams, 
2004; Owen, 2005).  
 
Accountability explains that provision of voluntary disclosure has net benefits in that 
stakeholders’ information needs are met and accountability requirements are 
discharged. Thus it opposes the perspective provided by the positive accounting 
theory, where managers are considered rational actors in calculating the net benefits 
of voluntary disclosure in order to figure out whether to report or not (Watts & 
Zimmerman, 1978). According to the positive accounting theory, organisations 
simply perform a cost-benefit analysis to determine whether or not to disclose a 
particular piece of information, and are less concerned with the management of the 
broader stakeholder accountability (Herremans, Herschcovis & Warsame, 2009). 
Under the accountability notion, corporate social disclosure is assumed to be 
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responsibility-driven rather than demand or survival-driven, which implies that people 
in society have a right to be informed about certain aspects of an organisation’s 
operations (Deegan, 2009). Disclosure of non-financial information (in this case 
climate change-related corporate governance information) can help a company to 
understand what they are trying to achieve and how they can explain their actions to 
increasingly sceptical stakeholders (Zadek, 1998). Given that management is 
ultimately responsible for their companies’ contribution to global climate change, and 
therefore implicitly accountable for implementing climate change-related corporate 
governance practices, the accountability perspective would argue that companies 
should account for their actions or inactions in some form of report provided to the 
stakeholders. Therefore, consistent with the normative or accountability perspective, 
if managers are perceived to be accountable to all stakeholders in relation to the 
governance policies they have in place to address climate change, then they would 
disclose such information to discharge the accountability.  
 
Considering that stakeholders have the intrinsic right to information, the 
accountability notion or ethical perspectives outlined in this section explain how 
organisations should act in relation to their stakeholders. However, Donaldson and 
Preston (1995) argue that although the normative stakeholder theory is the most 
important theoretical framework that establishes the justification of the stakeholder 
theory, the lack of empirical validation of this theory coupled with the lack of 
consensus beyond the idea that “stakeholders’ matters” restricted its acceptance to the 
wider body of managerial scholars and practitioners. Normative theorists, in particular 
critical theorists might not agree. However, one of the key limitations of this theory 
suggested by positivist theorists, is that normative theory is based on moral decision-
making which requires a subjective evaluation as to where the appropriate and 
optimal balance among competing interests lies (Humber, 2002). Positivist theorists 
criticised the normative theory (that recognises the interests of all stakeholders 
equally) as incompatible with the function of business, where the objective is to focus 
on the interests of the owner (Sternberg, 1997; Ambler & Wilson, 1995). The 
managerial branch, on the other hand, provides a framework to advance the theory in 
a way that is both empirically tractable and has clear implications for managers.   
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4.3.3 Managerial branch of stakeholder theory 
 
A counter view of the normative branch of the stakeholder theory/accountability 
perspective (that emphasises that all stakeholders have the right to be treated fairly by 
an organisation) is that organisations will respond to the expectations of those 
stakeholders with the most power over the organisation (Deegan & Blomquist, 2006; 
Deegan, 2009). These stakeholder groups control resources necessary to the 
organisation’s operations and would withdraw support from the organisation if 
important social responsibilities were unattended (Freeman, 1984; Ulmann, 1985; 
Deegan & Blomquist, 2006). Thus, companies who address different stakeholder 
groups’ interests, get support from these groups and hence, perform better than 
companies who do not (Greenly & Foxall, 1997). This notion comes from the 
managerial branch of the stakeholder theory which predicts that management is more 
likely to focus on meeting the expectations of powerful stakeholders, who have the 
greatest potential to influence the organisations’ ability to generate maximum 
financial returns (Deegan & Blomquist, 2006; Deegan, 2009). Donaldson (1999, p. 
238) describes the managerial branch of the stakeholder theory as: 
 
[A]ny theory asserting some form of the claim that, all other things being equal, if managers view 
the interests of stakeholders as having intrinsic worth and pursue the interests of multiple 
stakeholders, then the corporations they manage will achieve higher traditional performance 
measures, such as return on investment, than had they denied such intrinsic worth and pursued 
only the interests of a single group.  
 
Generally adopting the proposition that organisations perceive stakeholders as a 
means to achieve their expected goals, the managerial branch proposes a strategic 
approach to stakeholder management, providing direction for better organisational 
performance (Donaldson & Preston, 1995; Friedman & Miles, 2006). Therefore, 
companies develop expertise to enhance stakeholder management and to understand 
key issues associated with stakeholders’ interests. Freeman (1984) warns that the 
consequences of not adopting a stakeholder approach include legal action, regulation, 
and loss of markets.  
 
One argument against the managerial branch is that economic pressures to satisfy 
powerful stakeholders only, for example shareholders, is short-term thinking and 
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entities need to ensure their survival and success in the long-term by satisfying other 
stakeholders as well. Jones and Wicks (1999) argue that neither camp is sufficient in 
itself and propose a version of the stakeholder theory that is convergent with the 
managerial and normative theoretical approaches. This approach is called ‘convergent 
stakeholder theory’, and combines both approaches to demonstrate how managers can 
behave morally in a stakeholder context, although it assumes competition between 
contractual (economic) and non-contractual (moral) obligations (Johns & Wicks, 
1999; Antonacopoulou & Meric, 2005). This theory has a managerial component as 
well as a normative (ethical) foundation, and seeks to offer a unified approach of the 
stakeholder theory.  However, Freeman (1999) contends that a convergent approach is 
“dubious” (p.233), whereas Trevino and Weaver (1999) suggest that this approach is 
“potentially confusing, especially to nonstakeholder researchers, and, thus, a threat to 
the subfield's credibility” (p.623). Freeman (2008) argues that “stakeholder theory can 
be unpacked into a number of stakeholder theories, each of which has a normative 
core, inextricably linked to the way that corporations should be governed and the way 
that managers should act. So, attempts to more fully define, or more carefully define a 
stakeholder theory are misguided” (p. 75). 
  
Managerial branch of the stakeholder theory has been utilised within social and 
environmental accounting literature as a popular explanation of social and 
environmental disclosure practices (Gray et al., 1996b). This theoretical construct 
considers that the expectations of the divergent stakeholder groups will influence the 
corporate practices and related disclosure policies of the corporation (Deegan, 2009). 
The stakeholder theory explains social responsibility performance and related 
disclosure practices by companies which aim to manage dependence relationships 
where high stakeholder power accounts for the high levels of the social responsibility 
performance and related disclosure (Ullmann, 1985). The disclosure of information is 
used as a strategy to win or maintain the support of powerful stakeholders (Ullmann, 
1985). As Deegan and Blomquist (2006, p. 349) state: 
 
According to stakeholder theory, the disclosure of particular types of information can be used 
to gain or maintain the support of particular groups. For example, if a potentially powerful 
group is concerned about the social or environmental performance of an organisation then that 
organization might perceive a need to publicly disclose information about  particular social or 
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environmental initiatives that it has, or is about to, implement so as to alleviate some of the 
concerns held by the powerful stakeholders.   
 
From the above discussion it is understood that the most important theoretical 
construct used in the managerial approach is power (i.e. the extent to which the 
stakeholder can exert pressure), whether or not it is explicitly identified. Therefore, 
the conceptualisation of power is central to the stakeholder view. The organisation 
will not respond to all stakeholders equally, but rather to those stakeholders who are 
perceived to be ‘powerful’ (Deegan & Blomquist, 2006). The next section discusses 
the influence that stakeholders have on organisations within the concept of 
stakeholder ‘power’. 
4.3.3.1 How do stakeholders influence organisations: the concept of 
‘power’  
 
The power of a particular stakeholder to influence corporate management depends on 
the amount of control the stakeholder has over the resources required by the 
organisation (Ullmann, 1985). Pfeffer and Salanick (1978) argue that organisations 
are not self-sufficient, and depend on continued support from other stakeholders 
beyond shareholders, within their environment. They argue that the dependency of 
organisations on these stakeholders can be seen by the extent to which these 
stakeholders have control over the resources that are important to the organisations. 
This control can be described as a source of power that the stakeholders can exert over 
the organisations; therefore, stakeholders have the “potential to threaten” the 
organisations by withdrawing resources (Pfeffer & Salanick, 1978). The more critical 
the stakeholder’s resources are to the continued viability and success of the 
organisation, the greater the expectation that stakeholder demands will be addressed 
(Pfeffer & Salanick, 1978). 
 
Focusing on the importance of each stakeholder’s potential power to threaten the 
organisation, Savage et al. (1991) argued that the competency, opportunity and 
compliance to threaten the organisation is assumed to be a function of the 
stakeholder’s relative power and its relevance to a particular issue the organisation is 
dealing with. They have explained power as a function of dependence, where the 
more power the stakeholder has over the organisation, the more dependent the 
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organisation is on the stakeholder and vice versa. Thus there exists interdependency 
between the firms and the stakeholders based on the availability and allocation of 
critical resources, the concentration of control over them, and the balance of power in 
the relationship (Pfeffer & Salanick, 1978). This dependency gives stakeholders the 
possibility to influence or control an organisation. According to Frooman (1999), 
there are two types of strategies through which stakeholders can enact power on an 
organisation: (1) by a withholding strategy, which suggests that stakeholders can stop 
providing a resource with the intention of making the organisation change certain 
behaviours, and (2) with usage strategies, which suggest that stakeholders continue to 
supply a resource, but with some strings attached. Frooman (1999, p. 197) describes 
that “withholding and usage strategies do not have to be performed by a stakeholder, 
but instead, could be performed by an ally of the stakeholder with whom the focal 
firm has a dependence relationship”.  
 
Friedman and Miles (2002) suggested that organisations should provide different 
levels of priority to different stakeholder groups. Notwithstanding that researchers 
typically accept this argument, there is, however, no unified view on how this priority 
could be established. Mitchell et al. (1997) offer a useful organisational framework 
that suggests how to identify stakeholders according to the relative importance of 
three stakeholder features. According to Mitchell et al. (1997), the three stakeholder 
features – power, legitimacy, and urgency – form an identification typology that 
explains the organisation’s perception of stakeholder salience. ‘Power’ refers to the 
extent that a stakeholder can exert its influence on the organisation. A stakeholder has 
‘legitimacy’ when its actions towards the firm conform to the norms, values, and 
beliefs of the wider community. ‘Urgency’ is the extent to which stakeholder efforts 
call for immediate attention by a firm. According to their theory, the level of 
stakeholder salience is determined by how many of the criteria the stakeholders meet. 
Should a stakeholder have a legitimate claim on the organisation, but lack power and 
urgency, Mitchell et al. (1997) argue that it would have little salience in the eyes of 
management.  
 
Of the three criteria, a stakeholder’s ‘power’ to affect the organisation is prioritised. 
The definition of ‘power’ provided by Mitchell et al. (1997) has emphasised the 
central role of ‘power’ in understanding stakeholder relationships, and found a 
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positive relationship between stakeholder power and salience. Mitchell et al. (1997, 
p.865) states that: “stakeholder power exists where one social actor, A, can get 
another social actor, B, to do something that B would not have otherwise done”. The 
organisation may affect stakeholders but it will consider the effects of its actions on 
stakeholders mainly if the stakeholders can in turn influence their operations. 
Therefore, organisations will respond to those stakeholders who are considered 
powerful (Buhr, 2002; Baily et al., 2000). Based on this perspective, organisations 
will react to the demands of powerful stakeholder groups when they want 
environmental information from companies. A successful organisation is therefore 
considered to be one that satisfies the needs of the various powerful stakeholder 
groups (Islam & Deegan, 2008).  
 
The managerial branch of the stakeholder theory can be used to provide possible 
predictions about the impact that powerful stakeholder groups could have on the 
climate change-related corporate governance disclosure practices. With increasing 
climate change-related global policies and regulations there appears to many 
stakeholder groups concerned about climate change-related issues (such as 
environmental NGOs, consumers, media, scientific community, shareholders, 
suppliers and professionals) who seem to hold organisations responsible and 
accountable for climate change issues by demanding relevant information (Kolk & 
Pinkse, 2007; PLEON, 2007). If managers perceived a need for information from 
groups who are deemed to be powerful, then they would disclose more information to 
meet this demand. Consistent with this perspective, if managers perceive particular 
stakeholders to be both powerful and to be demanding information about the policies 
and procedures that the company has in place to address climate change, then they 
would disclose information to conform to such demands. 
4.4 Institutional theory 
 
Another theoretical perspective, overlapping with the stakeholder theory in terms of 
explaining how and why organisations behave the way they do, is the institutional 
theory. Institutional theory is primarily a sociological view of organisations’ 
operational practices (Greenwood & Hinings, 1996; Perrow, 1986; Scott, 2001). It is 
concerned with “the relationship between organizations and their environments” 
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(DiMaggio & Powell, 1991, p. 12). The institutional theory posits that organisational 
structures and practices are shaped by pressures from stakeholders who expect to see 
particular practices in place (DiMaggio & Powell, 1983; 1991). Deegan (2009) argues 
that organisational practices and policies respond to social and institutional pressures 
in order to conform to prevailing societal expectations to gain, maintain or repair 
legitimacy.  
 
Early literature on the institutional theory has considered organisations as embedded 
in local community environments (Selznick, 1949; 1957). This literature on 
institutional theory is termed as an old institutional theory which was originally 
developed by Philip Selznick. Selznick views the organisation as an adaptive 
organism that responds to the pressures from the external environment, depending on 
the characteristics and commitment of the organisation’s leadership and employees. It 
differs from the new institutional theory in its definitions of ‘environment’ and 
‘institution’. Selznick (1957) suggests that institutionalisation provides value to a 
structure, and that “by instilling value, institutionalization promotes stability: 
persistence of the structure over time”, which help organisations to achieve efficiency 
(Scott, 1987, p. 494). 
 
Opposite to the old institutional theorists views of organisations, new institutional 
theory sees organisations as part of a wider environment, such as professions or 
industries. The new institutional14 theory is constructed on the old institutional theory 
by bringing in Berger and Luckmann’s (1966) concept of the social structure of 
reality. New institutional theorists emphasise the symbolic value of institutionalisation 
and argue that organisations adopt certain behaviours and practices in order to be 
considered legitimate in their environments, rather than to achieve efficiencies (Meyer 
& Rowan, 1977; DiMaggio & Powell, 1983). Therefore, the motive of efficiency is 
not sufficient enough to explain similarities among organisations. Scott et al (2000, p. 
237) state that: “Organizations require more than material resources and technical 
information to survive and thrive in their social environments. They also need social 
acceptability and credibility”. Meyer and Rowan (1977) suggest that organisational 
structures “reflect the myths of their institutional environments instead of the demands 
                                                 
14
 New institutional theory is also termed as new institutionalism, neo-institutional theory and neo-institutionalism. 
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of their work activities” (p. 341). Thus to gain social acceptability and credibility, 
institutional rules, structures and procedures serve as the function of powerful ‘myths’ 
that firms adopt, notwithstanding the fact that these institutionalised rules sometimes 
conflict with firm efficiency (Meyer & Rowan, 1977). However, if the organisation 
choses to operate in what would internally be considered the most efficient fashion, 
this might compromise the organisation’s conformity and result in reduced legitimacy 
and environment support.  
 
Meyer and Rowan (1977) believe that external forces, such as societal norms and 
values, have an impact on organisations. They write: “Institutionalization involves the 
processes by which social processes, obligations, or actualities come to take on a rule 
like status in social thought and action” (p. 341). Meyer and Rowan (1977) added that 
institutionalised organisations are “beyond the discretion of any individual participant 
or organization. They must, therefore, be taken for granted as legitimate, apart from 
evaluations of their impact on work outcomes” (p. 344).  
4.4.1 Process of institutionalisation 
 
Scott (2001, p. 48) describes institutions as “social structures that have achieved a 
high degree of resilience”. According to Scott (2001), institutions consist of three 
elements: regulative, normative and cultural-cognitive elements. The regulative 
element comprises the existing laws and regulations of a national regulative 
environment that coerces organisations to conform and become legitimate. The 
normative component demonstrates the norms and values that are broadly shared by 
members of an institutional environment. Similar to the normative element, the 
cultural-cognitive element is shared by all members of a society and carried by all 
individuals. The only difference is, rather than norms and values, the cultural-
cognitive component of the institutional environment refers to schemas, frames and 
inferential sets. As Scott (2001, p. 58) states: “a cultural-cognitive conception of 
institutions [that] stresses the central role played by the socially mediated construction 
of a common framework of meaning”. Each of these functional institutional 
categories, therefore, plays a role in establishing the rules influencing organisational 
activities.  
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Institutions in an organisation’s environment are given meaning and legitimacy by 
organisational members. Zucker (1977) researches the persistence of institutions in 
organisations and argues that the institutionalisation “process is one in which the 
moral becomes factual” (p.726), and suggests that the greater the degree of 
institutionalisation, the more cultural understandings will persist and be resistant to 
change. DiMaggio and Powell (1983) contend that there are processes that compel 
organisations to adopt structures which are perceived as legitimate, that are socially 
acceptable or imperative, thus bypassing the importance of efficiency. The idea 
behind these processes is to make organisations conform to the expectations in their 
organisational field. According to DiMaggio and Powell, the demand of an 
organisation’s external environment, drives them to change and the processes that 
cause this change can be labelled as organisational ‘isomorphism’. 
4.4.2 Institutional isomorphism  
 
DiMaggio and Powell (1983) explain the concept of institutional isomorphism as “a 
useful tool for understanding the politics and ceremony that pervade much modern 
organizational life” (p.150). Institutional isomorphism is concerned with 
understanding why organisations with similar environmental conditions look similar. 
In becoming similar, organisations enhance their level of legitimacy within society by 
implementing strategies that are believed to be appropriate and acceptable (Meyer & 
Rowan, 1977). DiMaggio and Powell (1983) argue that organisations become 
increasingly similar to one another because the state and professions require such 
homogenisation, generally at the expense of efficiency. They state that “once 
disparate organizations in the same line of business (as we shall argue, by 
competition, the state, or the professions), powerful forces emerge that lead them to 
become more similar to one another” (p. 148). Organisations, subjected to similar 
environments (such as organisations within an industry), have a tendency to resemble 
each other structurally or become ‘isomorphic’ as a result of exposure to similar social 
and environmental pressures being exerted by the powerful stakeholder groups 
(DiMaggio & Powell, 1983). Hawley (1968) defined isomorphism as “a constraining 
process that forces one unit in a population to resemble other units that face the same 
set of environmental conditions” (in DiMaggio & Powell, 1983). Dillard, Rigsby and 
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Goodman (2004, p. 509) explain that “isomorphism refers to the adaptation of an 
institutional practice by an organisation”.  
4.4.3 Types of isomorphism   
 
DiMaggio and Powell (1983) argue that there are three forces driving institutional 
isomorphism by which managerial decisions are strongly influenced: coercive 
isomorphism, mimetic isomorphism and normative isomorphism. 
4.4.3.1 Coercive isomorphism 
 
 “Coercive isomorphism results from both formal and informal pressures exerted on 
organizations by other organizations upon which they are dependent and by cultural 
expectations within which organizations function” (DiMaggio & Powell, 1983, p. 
150). It emphasises that an organisation’s behaviour changes because standards of 
conduct or elements of structures are externally imposed on it (DiMaggio & Powell, 
1983). Regarding this organisational change, Tuttle and Dillard (2007, p. 393) state 
that: 
 
Change is imposed by an external source such as a powerful constituent (e.g., 
customer, supplier, competitor), government regulation, certification body, politically 
powerful referent groups, or a powerful stakeholder. The primary motivator is 
conformance to the demands of powerful constituents and stems from a desire for 
legitimacy as reflected in the political influences exerted by other members of the 
organisational field. These influences may be formal or informal and may include 
persuasion as well as invitations to collude. If the influencing group has sufficient 
power, change may be mandated.  
 
Coercive isomorphism, therefore, focuses on companies being coerced by powerful 
stakeholders into adopting particular organisational practices. The apparent adoption 
of such practices is deemed to provide an organisation with a level of legitimacy that 
would not otherwise be available if it was to deviate from ‘accepted’ organisational 
forms or policies (DiMaggio & Powell, 1983). This kind of isomorphism stems from 
the ‘power’ of the stakeholders to exert pressure on organisations (Deegan, 2009).  
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Meyer and Rowan (1977) suggest that coercive isomorphism results from socio-
cultural expectations which simply exist and are taken-for-granted. The influence of 
societal and cultural expectations coerces organisations to conform to gain legitimacy, 
which in turn increases the organisation’s chance of survival (Meyer & Rowan, 1977). 
In this case, legitimacy is considered a ‘social contract’ between organisations and the 
broader social context that drives organisations to adopt socially acceptable practices 
(Meyer & Rowan, 1977). 
 
Another level of coercive pressure can arise as a function of interdependencies 
stemming from organisation–organisation relations (DiMaggio & Powell, 1991). 
DiMaggio and Powell (1983) emphasise that such pressures are often mandated as 
state or regulatory requirements or as a result of dependencies arising from much-
needed critical resources. This process imposes compliance with legal regulations, 
standards and requirements by ensuring that an organisation is legally established and 
operates in conformity with relevant laws and regulations. Some examples of coercive 
pressures mentioned by DiMaggio and Powell include government mandates to 
comply with pollution control regulations, laws that require having companies’ 
records audited to conform to Internal Revenue Service requirements, and standards 
for mainstream schools that require hiring necessary staff and faculties for special 
needs students. Jennings and Zandbergen (1995) argue that coercive pressures, mostly 
in the form of regulations and regulatory enforcement, have been the main driving 
force for adopting environmental management practices. This can be the case for 
corporations’ climate change-related corporate governance disclosure practices.  
 
Previous literature shows that coercive pressure in the form of increasing government 
regulation in European Union (EU) countries acts as a driving force for corporations 
(e.g. BP) who want to demonstrate that they are addressing climate change at the 
governance level in order to gain legitimacy (Galbreath, 2010), to adopt proactive 
climate strategies (e.g. investing in low-emission and renewable energy sources). 
Worldwide climate change-related legislation relating to companies has emerged in 
the last few years (e.g. the emergence of carbon tax regulations and carbon trading 
instruments). These changing regulations appear to have resulted in increasing 
pressures on companies to adopt climate change-related corporate strategies, thereby 
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disclosing relevant information to their stakeholders. This pressure on firms also 
arises from stakeholder groups upon whom companies are dependent for their 
resources (such as investors). Companies’ reliance on investor’s funding might result 
in significant coercive pressure to do as the investors require. Evidence suggests that 
there is growing investor demand for corporate information pertaining to climate 
change, and companies with better disclosure practices are more capable of getting 
funds from institutional investors. For example, a leading institutional investor, 
VicSuper, has stated on their website (reviewed April 2008) that it invests up to 10% 
of its funds in investment options with an allocation to shares in large listed 
companies that are assessed on their performance and strategies in managing their 
carbon emissions (e.g. quantify, manage and publicly report GHG emissions).  
 
The theoretical perspective discussed within coercive isomorphism primarily 
emphasises organisations being coerced by other more dominant organisations upon 
which they find themselves dependent. Thus, organisations attempt to become 
isomorphic with the policies, mandates and beliefs of the dominant organisations. An 
interesting aspect of this theory is that the managerial branch of the stakeholder theory 
(discussed in Section 4.3.3) provides equally plausible explanations for the observed 
phenomena.  
4.4.3.2 Mimetic isomorphism 
 
Mimetic isomorphism involves organisations seeking to mimic or improve upon the 
institutional practices of other organisations in their field that they perceive to be more 
legitimate or successful (DiMaggio & Powell, 1983) Regarding mimetic 
isomorphism, Tuttle and Dillard (2007, pp. 392-393) argue that organisational 
“change is voluntary and associated with one entity copying the practices of 
another….Mimetic isomorphism occurs when the processes motivated by these 
pressures become institutionalised so that copying continues because of its 
institutional acceptance rather than its competitive necessity”. 
 
Mimetic isomorphism implies that firms imitate other firms with similar scale and 
better performance. Once some organisations adopt new practices, other organisations 
eventually come to view these practices as necessary (DiMaggio & Powell, 1983; 
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Tolbert & Zucker, 1983). As more organisations adopt a particular practice, social 
pressures mount for others to do the same. This pressure tends to foster the 
development of similar practices and policies among organisations, leading them to 
become more isomorphic in order to comply with societal requirements (DiMaggio & 
Powell, 1983; Sharma, 2000). 
 
Mimetic isomorphism often takes place for reasons of competitive advantage in terms 
of legitimacy within an environment of uncertainty. It is derived from uncertainty in 
the operating environment such as when technologies are poorly understood or goals 
are ambiguous (DiMaggio & Powell, 1983). Uncertainty can stem from the external 
environment or from within the institution, and imitating the response patterns of a 
more prestigious, successful institution can provide a means for ensuring institutional 
survival. In this case, the need to adopt an acceptable organisational practice or 
structure is not imposed externally, as in the case of coercive pressure (DiMaggio & 
Powell, 1983). Rather it is recognised by individuals who are part of an organisation. 
This kind of mimicry may occur unintentionally and indirectly, or explicitly, diffused 
by organisations such as industry and trade associations and consulting firms 
(DiMaggio & Powell, 1983). Patterning after other successful and legitimate 
organisations can increase their own legitimacy. Thus organisations may model 
themselves on other similar, successful organisations by adopting voluntary disclosure 
practices to increase the probability of institutional survival. 
4.4.3.3 Normative isomorphism  
 
The third source of isomorphic change is normative and “stems primarily from 
professionalization [which is defined as] the collective struggle of members of an 
occupation to define the conditions and methods of their work” (DiMaggio & Powell, 
1983, p. 152). Normative pressure is exerted by members of the same profession, who 
abide by common standards of behaviour as a result of their common educational 
background and professional socialisation. Thus, normative isomorphic force occurs 
due to professional influences on the firm resulting from professional training and 
education, and influence from involvement with organisations such as professional 
associations outside the firm (DiMaggio & Powell,1983).  
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The sources of normative pressure are professional networks that define and transmit 
the “normative rules about organisational and professional behaviour. Such 
mechanisms create a pool of almost interchangeable individuals who occupy similar 
positions across a range of organizations” (DiMaggio & Powell, 1983, p. 152). 
Professional and trade associations are the means of normative rules about behaviour 
that occupy similar positions across a range of organisations (Perrow, 1974). 
Normative rules process a correspondence of orientation and disposition that can 
override variations in tradition and control, that in turn shape organisational behaviour 
(Perrow, 1974). Therefore, organisations might change to follow professional norms 
in relation to organisational practices, including disclosure practices.  
 
The three types of institutional isomorphism discussed above are increasingly being 
utilised as a powerful theoretical foundation within accounting literature in 
investigating how organisations understand and respond to changing social and 
institutional pressures and expectations (Deegan, 2009). For example, Carpenter and 
Feroz (2001) have applied coercive isomorphism in investigating the government’s 
selection of accounting practices. They found that organisations such as credit market 
can exert power on government entities, which in turn dictates the government’s 
selection of certain institutional rules such as GAAP.  
 
Within social and environmental accounting literature, institutional isomorphism has 
been applied to explain the reasons why organisations often adopt particular social 
and environmental disclosures practices. Islam and Deegan (2008) found that because 
of the coercive pressure from multi-national buying companies (MBCs), a major 
clothing organisation in a developing country adopted particular social disclosure 
practices and a code of conduct, conforming to the expectations of those MBCs. 
Unerman and Bennet (2004) applied mimetic isomorphism to investigate how 
corporate social disclosure is influenced by disclosure practices adopted by other 
similar organisations. Applying normative isomorphism, Palmer, Jennings and Zhou 
(1993) found that chief executive officers who attended elite business schools were 
likely to adopt an approach to organising a business known as the multi-divisional 
form of organisation.  
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While the three isomorphic pressures suggest three different mechanisms to influence 
organisations’ operations, they are all predicted to have a similar effect on 
organisations’ practices. In practice, it is difficult to identify which form of 
isomorphism is the driver for the adoption of particular organisational structures. 
However, it is possible that two or more forms will be acting at the same time. As 
Carpenter and Feroz (2001, p. 573) state: “two or more isomorphic pressures may be 
operating simultaneously making it nearly impossible to determine which form of 
institutional pressure was more potent in all cases”. However, it needs to be 
appreciated that coercive isomorphism is often linked to normative and mimetic 
isomorphism. For example, Unerman and Bennet (2004) link pressures for mimetic 
isomorphism with pressures underlying coercive isomorphism, while understanding 
corporate social disclosure practices. They conclude that without coercive pressure 
from stakeholders, it is unlikely that there would be pressure to mimic or surpass the 
social reporting practices of other companies.  
 
Furthermore, among the three forms of isomorphism, coercive isomorphism is 
directly related the concept of power. The other two categories of isomorphism 
provide limited insight into understanding the direct pressures of powerful stakeholder 
groups and how such pressures directly influence organisational practices, including 
disclosure related practices (Islam & Deegan, 2008; Deegan, 2009). Therefore, this 
study utilises ‘coercive isomorphism’ (that mainly emphasises the influence of 
‘powerful’ stakeholders to create change in organisations practice) to understand 
managerial motivations to disclose or not to disclose climate change-related corporate 
governance information.  
 
4.5 The managerial branch of stakeholder theory and coercive 
isomorphism of institutional theory: a complementary perspective 
 
Institutional theory differs from stakeholder theory in the sense that institutional 
theory views the organisation as embedded in an external environment in which the 
existence of institutions external to the organisation, such as laws, regulations and 
norms, influence its structure and the creation of institutions within the organisation. 
On the other hand, the stakeholder theory views organisations’ actions as a response 
to resource control power exerted by stakeholders (Deegan, 2009). Despite that, 
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coercive isomorphism is closely associated with the managerial branch of the 
stakeholder theory (Islam & Deegan, 2008; Deegan, 2009). It is more related to the 
concept of power, as it arises where organisations change their institutional practices 
because of pressure from those stakeholders upon which organisations are dependent 
(DiMaggio & Powell, 1983). Organisations are, therefore, coerced by their powerful 
stakeholders into adopting particular voluntary practices, including disclosure 
practices. The other two categories (mimetic and normative isomorphism) provide 
limited insight into understanding the direct pressures of powerful stakeholder groups 
and how such pressures directly influence organisational practices including 
disclosure related practices (Deegan, 2009).  
 
The complementary perspective of the two theories is highlighted in a study by Islam 
and Deegan (2008). They explore whether a major clothing organisation’s operating 
and reporting activities appear to react to the expectations of the powerful 
stakeholders, whose demands are in turn shaped by the expectations of the 
communities in which they operate. Their study considers a combined approach of the 
stakeholder and the institutional theory (another theory applied was legitimacy 
theory), to investigate the reactions of the clothing corporation through annual report 
social disclosure. Consistent with the managerial branch of the stakeholder theory, the 
study found that the operating and disclosure policies of the clothing organisation 
reacted to the expectations of powerful stakeholders, in this case, the multinational 
buying corporations (MBCs). Consistent with coercive isomorphism, the study also 
found that the clothing industry embraced operating policies and codes of conduct that 
were similar in form to those embraced by MBCs. 
 
The two theories should not be considered as sharply distinct theories; rather, they 
have been developed from a similar philosophical background (political economy 
paradigm) (Deegan, 2009). Both theories see the organisation as part of a broader 
social system in which they are influenced by, as well as able to influence, the 
expectations of other parties within that social system. Due to these complementary 
and overlapping perspectives between the two theoretical notions, it is argued that a 
joint consideration of these two related theories provides richer insights into what 
motivates organisations to disclose (or not to disclose) climate change-related 
 87
corporate governance disclosure practices than would be possible were only one 
theory to be considered in isolation. 
4.6 Justification of the theories underpinning the current research  
 
Based on a descriptive study in stage one (investigating the climate change-related 
corporate governance disclosure practices of major emission-intensive companies in 
Australia), this broader study extends into two more stages. Stage two utilises the 
decision usefulness theory in order to investigate what climate change-related 
corporate governance information stakeholders (users) expect companies to disclose.  
Based on a group of stakeholders’ perspectives, this stage develops a climate change-
related corporate governance ‘best practice’ disclosure index. As already discussed, 
the decision-makers’ perspective within the decision-usefulness theory emphasises 
particular groups of users’ needs for information for their decision making, by directly 
enquiring what information they want (Bebbington et al., 2001; Deegan, 2009). This 
stage seeks to generate conclusions to develop a best practice disclosure index by 
evaluating the importance of the climate change-related corporate governance issues 
on users’ decision-usefulness. As such, the approach being adopted in stage two is 
considered to represent a ‘decision-maker’ type of study that would allow this stage to 
directly ask the users of information (by using a survey questionnaire) what 
information they consider as important for their decision-making. 
 
Stage three adopts stakeholder and institutional theories to examine the reasons for the 
potential lack of disclosure. This stage attempts to investigate whether business 
organisations are either self-interest driven or accountable to the wider groups in 
relation to their climate change-related disclosure practices. The ethical branch of 
stakeholder theory (on which the notion of accountability is based) argues that 
companies should account for their actions or inactions in some form of report 
provided to the stakeholders. Consistent with the notion of accountability or the 
ethical branch of stakeholder theory, this stage argues that if a gap is found to exist, 
then perhaps managers consider/believe they have limited accountability in relation to 
providing information about the governance policies they have in place to address 
climate change. 
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The managerial branch of the stakeholder theory is another theoretical framework that 
provides a rich insight into the factors that might motivate managerial behaviours in 
relation to the social and environmental disclosure practices of organisations. Previous 
social and environmental accounting research, which utilised the managerial branch of 
the stakeholder theory, indicates that organisations respond to the expectations of 
powerful stakeholder groups who exert pressure to create change in organisational 
behaviour, such as disclosure practices (Dowling & Pfeffer, 1975; Gray et al., 1995a; 
Deegan, 2009). Stage three of this research investigates whether managers perceive 
any pressure/demand for information from the powerful stakeholder groups over 
companies’ climate change related governance disclosure practices. Thus the 
theoretical foundation provided by the managerial branch offers a useful framework to 
understand the perceived pressure from the powerful stakeholder groups that can 
motivate companies to disclose information. This stage also considers coercive 
isomorphism because the insights grounded within the concept of coercive 
isomorphism is consistent with the managerial branch of stakeholder theory, as both 
theories’ emphasis is on the ‘power’ of the stakeholders to create change in 
organisations’ practices. A key reason to employ the complementary perspective of 
the managerial branch of the stakeholder theory and coercive isomorphism of the 
institutional theory, is that a joint consideration of these two theories provides a better 
and richer explanation in understanding the motivation for disclosing or not disclosing 
climate change-related corporate governance disclosure practices by major Australian 
companies.  
4.7 Chapter conclusion 
 
This chapter has provided the theoretical considerations underpinning this study with 
regards to climate change-related corporate governance disclosures. The discussion on 
the decision-usefulness theory suggests a decision-makers’ perspective to determine 
what climate change-related corporate governance information stakeholders expect. 
The underlying theoretical foundation within the normative/ethical branch of the 
stakeholder theory suggests that organisations can be seen to provide climate change-
related corporate governance information for discharging accountability to the wider 
stakeholder groups. The discussion on the complementary perspectives of the 
managerial branch of the stakeholder theory and coercive isomorphism of the 
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institutional theory, suggests that organisations can be seen to provide information in 
response to the demand for information from the powerful stakeholders. Having 
discussed the relevant theoretical perspectives, the following three chapters will 
provide details of the three interrelated stages of this study. The specific application of 
these theories will further be summarised in Chapter 6 and 7. But first of all, Chapter 
5 depicts the descriptive part of this research which builds the foundation for the 
further investigations undertaken in Chapter 6 and 7. 
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Chapter Five: An Exploration of Corporate Climate 
Change-related Governance Disclosures Practices in 
Australia 
 
 
 
5.1 Introduction 
 
This chapter represents stage one of the broader study that aims to investigate 
Australian companies’ climate change-related disclosure practices from a corporate 
governance perspective. This chapter investigates the extent of disclosure that a 
sample of Australian companies is making in relation to climate change-related 
policies and practices. It should be emphasised that this stage of the study is 
investigating the public disclosures being made by corporations and as such it is not 
investigating whether particular governance policies actually exist. Rather, this stage 
is investigating whether the sample companies publicly provide information about the 
existence, or non-existence, of particular climate change-related corporate governance 
practices. Of course particular governance practices may exist, but given the voluntary 
nature of these disclosures, organisations might elect not to disclose their existence. 
However, failure to publicly provide such information will impede the ability of 
various stakeholders to assess the risks that climate change poses to the respective 
organisations. 
 
A climate change-related corporate governance disclosure index has been developed 
to investigate five Australian companies’ climate change-related annual report 
disclosure practices. The five selected companies are BHP Billiton, Caltex, Origin 
Energy Limited, Rio Tinto and Santos Limited. Among the particular issues this stage 
address are the following: 
 
• Reflective of the increasing concern with climate change issues across time, 
are the sample companies voluntarily providing increasing levels of climate 
change-related disclosures across time? 
• What is the focus of any existing climate change-related disclosures?  
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• Is there a difference in the focus of voluntary climate change-related 
disclosures between annual reports and stand-alone social and environmental 
reports?   
 
As indicated in the above dot points, this study also examines the standalone social 
and environmental reports (or ‘sustainability reports’ or equivalent) of the five 
companies. It is emphasised that this stage is largely exploratory in nature given the 
absence of available information about Australian companies’ climate-change-related 
corporate governance practices. The findings reported in this stage will then provide a 
background for further research to be undertaken that will address issues such as the 
motivations for particular disclosures, or the relevance of existing disclosures in 
regard to satisfying various stakeholder information demands. 
 
Earlier in Chapter two (section 2.3), it was discussed that initially there was generally 
a dismissive position about the issue of climate change taken by leading corporations 
worldwide, however, this moved towards a gradual acceptance of the science of 
climate change, and now we have a number of companies throughout the world 
putting in place sophisticated structures and mechanisms to reduce their contribution 
to global climate change15. Thus, corporate responses towards climate change have 
evolved over the years which comprise the period of analysis (1992 to 2007) of this 
stage. The discussion in Chapter two also highlights that Australian companies’ 
attitudes towards climate change appear to be consistent with the global trend. 
Consistent with the increased focus of government on various climate change-related 
issues in Australia, it appears that Australian companies have, in general and like their 
international counterparts, moved from an earlier position of climate change denial to 
an acceptance of the scientific evidence relating to climate change and the need to 
address the various issues associated with climate change (Carbon Disclosure Project 
2007). Nevertheless, whilst many companies are acknowledging and responding to 
the threats and opportunities associated with climate change there are still many 
companies that have been slow to adapt their processes to align with the need 
internationally to reduce GHG emissions. However, given the increasing stakeholder 
                                                 
15
 For example, companies located in Europe (such as BP and Shell) are being proactive in taking action against 
climate change by introducing a wide range of positive actions; these include basic technological change, 
behavioural change, investing in low-emission and renewable energy sources, product based innovations, 
emissions trading and public education (Rowlands, 2000; Kolk & Levy, 2001; Levy & Kolk, 2002; Kolk & Pinkse, 
2004; Borial, 2006; Kolk et al., 2008). 
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concerns relating to climate change, together with the increasing focus by both 
government and corporations (as briefly discussed in Chapter two), it is expected that 
across the period of investigation (1992 to 2007) there will be evidence of disclosures 
pertaining to climate change-related corporate governance practices.  
 
The balance of this chapter is structured as follows. The next section provides a brief 
overview of the business implications of climate change and related stakeholders’ 
concerns are briefly discussed. The research method is then outlined, followed by the 
presentation of the findings. The chapter concludes with a discussion of the possible 
implications of the research. 
5.2 Business Implications of Climate Change 
 
Climate change can affect companies’ profitability and value in two broad ways: first, 
through the increasing cost of carbon (for example, in responding to climate change 
risks government will be motivated to put a cost on GHG emissions and to create 
mandatory requirements for energy-saving technologies); and second, through the 
costs associated with physical weather and climatic impacts (for example, through 
costs associated with abnormal weather events such as storms, cyclones, floods, 
droughts, and climate change-induced spread of tropical disease) (Rolph & Prior 
2006). With these affects in mind, various stakeholders would arguably find climate 
change-related information relevant for assessing various aspects of an organisation’s 
performance and risk. As a result of responding to the Carbon Disclosure Project 
questionnaire, companies in Australia and New Zealand appear to have given higher 
levels of recognition to the risks associated with climate change, compared to the 
companies in the rest of the world16 (Carbon Disclosure Project 2007). Included 
within these risks were regulatory risks (for example, regulation aimed at emissions 
trading; emissions reductions and increased energy efficiency; regulatory uncertainty 
and duplication; increased costs and growing compliance costs; mandatory 
greenhouse and energy reporting), physical risks (for example, extreme weather 
                                                 
16
 Nearly all ASX100 and NZX50 companies (97%) that responded to the CDP5 questionnaire identified climate 
change as presenting some risk to their business, which was slightly high compared to global companies where 
94% of responded companies identified climate change risks as being relevant (Carbon Disclosure Project, 2007). 
However the CDP report did not explain why Australian and New Zealand companies show slightly higher interest 
in the risks of climate change compared to the rest of the world. 
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events; rising sea levels and water shortages; infrastructure damage and associated 
costs; availability of water and other resources; increased insurance costs; business 
disruptions either directly or via the supply chain) and other risks (for example, 
change in consumer attitudes and demand; damage to reputation; difficulty in 
attaining investment). 
 
The potential for and actual damage from climate change (such as extreme weather 
events or future legislation) might act as a key motivation in the decision of the 
companies to examine climate risks more closely and disclose relevant information. 
The Australian Government has developed a comprehensive plan to move to a clean 
energy future. Central to that plan is the introduction of a legislation to impose a A$23 
per tonne tax on carbon emissions for 500 of the nation's biggest polluters across 
mining, energy and heavy manufacturing from July 2012 (Department of Climate 
Change and Energy Efficiency, 2011b). Such legislation will significantly impact the 
long-term profitability of companies. For example, Hong Kong-based CLP had 
completed a study on the impact of the legislation on its Australian unit TRUenergy17, 
and stated that it would have to write down the value of the unit's coal facility in 
Yallourn, Victoria: A$350 million. The emerging legislative requirements might drive 
corporate disclosures associated with climate change 
 
Of particular relevance in assessing risks and predicting future performance would be 
the policies and procedures an organisation has put in place to manage the climate 
change-related aspects of its performance (that is, its climate change-related 
governance practices). To assess future risks, interested parties would not necessarily 
focus on historical records (output measures) of performance (for example, past 
emission levels), but rather, would need to know what mechanisms are in place to 
control and mitigate the climate change implications of the organisation’s operations 
(process measures). Further, if companies do not disclose information about their 
climate change-related governance practices and performance, there is a risk that “the 
markets will make judgements based on incomplete information” (KPMG 2008b, p. 
6). 
                                                 
17
 TRUenergy is one of Australia's largest integrated energy companies, providing gas and electricity to more than 
2.5 million households and business customers; it owns and operates a 5,469 megawatt (MW) portfolio of 
electricity generation facilities. 
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Taking the above position further, there are also parties who argue that performance 
in relation to climate change will inevitably be as important as other aspects of 
performance, including corporate financial profitability. For example, in a meeting 
with US businesses in New York, the UK’s Environment and Climate Change 
minister Ian Pearson said that: 
 
In the future I expect a company’s carbon statement to be as prominent as its financial 
statements. That’s because investors are increasingly demanding reliable information about a 
company’s global carbon footprint, as well as what it’s doing to reduce its CO2 emissions. 
Proper financial reporting is a no-brainer. Carbon reporting must be the same … Climate 
change already poses risks to businesses – and these will only increase in the future. Climate 
change can affect a corporation’s profitability and investors are right to be asking searching 
questions about how businesses are facing up to the realities, as well as the business 
opportunities of climate change. (Department of Environment, Food and Rural Affairs 
(DEFRA) News Release 2007) 
 
Evidence does suggest that there is growing investor demand for corporate 
information pertaining to climate change (Friends of the Earth 2006). In this regard, 
one of the largest investor groups in Australia, VicSuper has stated on their website 
(April 2008) that: 
 
We ask companies for information. VicSuper encourages the companies in which we invest to 
quantify, manage and publicly report their greenhouse gas emissions. For example, this year, 
as part of the global Carbon Disclosure Project (CDP), we asked the largest listed companies 
around the world as well as in Australia and New Zealand to report their CO2 emissions and 
explain their climate change policies. We invest more funds in leading sustainability 
companies … We invest up to 10% of the funds in our investment options with allocation to 
shares in large listed companies that, amongst other criteria, are assessed on their performance 
and strategies in managing their carbon emissions.18 
 
In relation to the Carbon Disclosure Project mentioned in the above quote, the 
Australian Centre for Corporate Social Responsibility (ACCSR) made the following 
comments in a submission to the ASX Corporate Governance Council (ASX CGC) 
Review of the ASX Corporate Governance Principles. In its submission, ACCSR 
(2007) stated that: 
                                                 
18
 Interestingly, VicSuper was the winner of the 2008 ACCA Australia and New Zealand Sustainability Reporting 
Award (the winner being announced on 4 August 2009). 
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The appetite of investors for greater disclosure of sustainability investment risks is 
demonstrated by the huge uptake of the Carbon Disclosure Project. The Investor Group on 
Climate Change, which manages the Carbon Disclosure Project in Australia, represents 
Australian investors with $200 billion under management, and membership is rising. Last 
year, investors wrote to ASX 100 companies for the first time to ask for information on how 
companies are managing climate risk. This information is currently not provided by companies 
in a systematic or comprehensive way under the current ASX listing rules or Corporate 
Governance Principles and Best Practice Recommendations … Clearly, investors desire a 
greater level of disclosure of social and environmental impacts and risks than is currently 
facilitated by the current listing rules and disclosure guidance. 
 
Further reflecting the growing calls from various stakeholder groups for climate 
change-related information, one of the world’s leading environmental groups, WWF 
has stated that: 
 
Shareholders, customers and the media want to know whether companies are facing up to the 
reality of rising carbon dioxide (CO2) costs. Are they preparing for the future with their own 
climate change policy and a CO2-reduction plan? ... We believe there are enormous opportunities 
for businesses to improve their standing and their bottom line through actions that cut CO2 
emissions. We argue that the actions companies need to take to improve their energy efficiency 
and reduce CO2 emissions are entirely compatible with their aim of improving shareholder and 
stakeholder value. (WWF Climate Savers Program, 2007) 
 
Accounting firms and professional accounting bodies have also voiced a belief that 
various stakeholders need information about climate change to inform the various 
decisions they might make. For example, CPA Australia has already signalled to 
accounting standard-setters the need for an accounting standard pertaining to 
emissions trading (CPA Australia Media Release 2007). In addition to concerns about 
how to account for emissions trading schemes, the accounting profession has also 
given attention to the measurement and reporting framework required to assist 
different stakeholders such as investors, rating agencies and analysts (KPMG 2008b). 
According to KPMG (2008b) the key information sought by stakeholders relate not 
only to information about GHG emissions, but also to the governance policies being 
put in place by organisations to help reduce emissions, and the regulatory, financial 
and physical risks associated with climate change. CPA Australia submitted a 
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response to the National Greenhouse and Energy Reporting System Regulations 
Discussion Paper (CPA Australia, 2007) where it stated that: 
 
CPA Australia is a strong supporter of improved corporate governance reporting. We maintain 
that the quality of corporate governance reporting will be improved as a result of entities 
reporting against the requirements under this Act (National Greenhouse and Energy Reporting 
Act) (be that mandatory or voluntary reporting). Businesses are being increasingly judged in 
terms of their environmental performance, and therefore compliance with this Act will be 
followed closely. Public disclosure of emissions information therefore not only assists with the 
creation and operation of the AETS but will also assist stakeholders, including shareholders, 
evaluate and respond to the company’s performance and future prospects. 
 
Hence, from this brief overview, it clearly appears that there is a demand for 
organisations to provide information about the policies and procedures they have put 
in place to deal with climate change. Whether corporations appear to be responding to 
this demand is something that this stage of the research explores. 
 
5.3 Research Methods 
 
The aim of this stage of the broader study is to investigate the disclosure of climate 
change-related governance practices by major Australian companies. To investigate 
the changing disclosure practices of Australian companies, this stage analysed five 
major companies’ corporate climate change-related disclosure practices over a period 
of 16 years, from 1992 to 2007. The selection of companies was based on the criteria 
that the company would be in an industry likely to be highly affected by the impacts 
of climate change, and be listed on the Australian Securities Exchange. 
 
Deegan (2009) argues that companies involved in electricity generation, resource 
extraction and manufacturing would be expected to be particularly affected by the 
impact of climate change. The sample of five companies are BHP Billiton 
(Manufacturing/Mining), Caltex (Oil refinery), Origin Energy Limited (Oil, Gas, 
Electricity), Rio Tinto (Manufacturing/Mining) and Santos Limited (Oil and Gas). 
These companies are among the ASX Top 100 companies by market capitalisation 
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(S&P ASX100)19 and among the sectors that would be most affected by the impact of 
climate change. Annual reports of these five listed companies are available through 
the Connect 4 Database. Another database ‘DatAnalysis’ also provides access to 
annual reports in PDF format for all listed Australian companies. This study has 
utilised the facilities provided by both databases. 
 
In relation to which corporate reports to review, early research into social and 
environmental disclosures suggested that annual reports are a major source of 
environmental information provided by companies (Brown & Deegan 1998; Tilt 
2001; O’Donovan 2002). However, more recently, various researchers have 
questioned the relative importance of annual reports as the main source of corporate 
social and environmental information because of the emergence of stand-alone 
environmental reports in the late 1990s. For example, Unerman (2000, p. 677) found 
that ‘many corporate reports other than annual reports contained CSR’ information. 
Therefore, this study has also analysed the stand-alone social and environmental 
reports (or equivalent) of the five mentioned companies (from 2002 to 2007 for BHP 
Billiton, Origin Energy and Rio Tinto; from 2002 to 2004 for Caltex; and 2004, 2006 
and 2007 for Santos Limited) to investigate whether there is any difference in focus of 
disclosures related to climate change-related corporate practices between annual 
reports and stand-alone social and environmental (sustainability) reports.20 The stand-
alone reports of these five listed companies were collected from the respective 
companies’ websites. 
5.3.1 Content analysis 
 
Content analysis (Krippendorff 1980) has been employed to analyse the disclosures of 
climate change-related governance practices. Content analysis “involves codifying 
qualitative and quantitative information into predefined categories in order to derive 
patterns in the presentation and reporting of information” (Guthrie et al., 2004; 
                                                 
19
 In a report by Citigroup researchers claims that among the Australian Stock exchange (ASX) top-100 listed 
companies those who are most at risk from the impact of climate change are involved in emissions-intensive 
industries such as Rio Tinto, BHP Billiton, Caltex Limited, Santos Limited and those who will gain from climate 
change include alternative energy such as Origin Energy (Rolph & Prior, 2006). 
 
20
 Stand-alone social and environmental reports (or sustainability reports, or similar) are not necessarily released 
on an annual basis by all companies. Hence, the lack of social and environmental reports in particular years for 
some of the sample. Prima facie it is expected would expect that, because of their focus, social and environmental 
reports would tend to provide more specific information about climate change than would annual reports. 
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Guthrie & Abeyeskera 2006). Certain technical requirements have to be met for 
content analysis to be effective (Guthrie et al. 2004; Guthrie & Abeyeskera 2006). In 
particular, the unit of analysis and the basis of classification must be clearly defined. 
5.3.2 Unit of analysis 
 
To determine how to capture the data, the accounting literature usually embraces one 
of two approaches: the number of disclosures pertaining to a particular issue, or the 
amount/extent of disclosures (Gray, Kouhy & Lavers, 1995b). Both of the approaches 
have been used in the social and environmental accounting literature (Cowen et 
al.,1987; Gray et al. 1995b; Deegan & Gordon 1996; Deegan & Rankin 1996; 
Hackston & Milne 1996; Tilt 2001; Adams & Frost 2007). The present study 
concentrates on the ‘number of disclosures’ as a measure to capture data rather than 
using ‘extent of disclosure’ (for example, the number of words or pages) as it 
primarily focuses on the presence or absence of disclosure about a particular climate 
change-related policy or procedure in a particular year. If the company disclosed 
information about a specific issue, then it is given a score of 1, otherwise 0. 
5.3.3 Categorisation 
 
This stage of the study focuses on the disclosure of information relating to climate 
change-related corporate governance practices. Hence, a disclosure classification for 
climate change-related corporate governance practices is necessary, in which content 
units can be classified. However, no disclosure schema is known to exist within the 
literature, and hence an integral part of this research was the development of a climate 
change disclosure categorisation scheme. In undertaking the development this study 
made reference to a number of documents released by various NGOs and research 
associations. Online research databases have been used to look for climate change-
related guidance documents. Searching online (the keywords being climate change-
related disclosure guide) that helped to identify international NGOs and research 
organisations that have provided guidelines for business organisations in relation to 
climate change. The selected organisations are: Coalition for Environmentally 
Responsible Economies (CERES), Business for Social Responsibility (BSR), AMP 
Global Investors, The Carbon Disclosure Project (CDP), Global Reporting Initiative 
(GRI), KPMG and the Association of Chartered Certified Accountants (ACCA). The 
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rationale for selecting the guides provided by these organisations was that their 
organisational background makes them widely acknowledged and accepted as experts 
in issues to do with climate change and associated accountabilities21. Whilst not 
necessarily focussing on disclosure, these documents typically identified the types of 
governance practices that would be expected to be found within organisations that are 
actively and seriously embracing the climate change agenda. The documents that have 
been reviewed were: 
 
• The Coalition for Environmentally Responsible Economies (CERES) released 
a document in March 2006 entitled ‘Corporate Governance and Climate 
Change: Making the Connection’ (Cogan 2006). The report provides a 
checklist of 14 governance policies that ideally would exist in an organisation 
tackling climate change issues. 
• Business for Social Responsibility (BSR 2007) released a report in October 
2007 entitled ‘Beyond Neutrality: Moving Your Company Toward Climate 
Leadership’ that identified 27 ‘practices’ that would be expected to exist in a 
well-designed corporate governance system. 
• AMP Henderson Global Investors (2002) released a report that evaluated the 
extent to which Australian organisations had embraced the climate change 
agenda. In doing so they investigated whether particular policies and practices 
had been implemented. These policies and practices were reflective of the 
extent to which organisations had embraced climate change as a source of 
business risks and opportunities. 
• The Carbon Disclosure Project, which is the world’s largest collaboration of 
institutional investors, identifies a number of suggested disclosures. To assess 
whether organisations were making disclosures in conformity with its 
recommendations, a questionnaire was developed by the organisation in 2002, 
the latest of which was developed in 2008, and this questionnaire highlights a 
number of expected climate change-related policies and procedures. 
                                                 
21
 An overview of the prior literature and various media releases (see for example, Reynolds, 1993; Hoffman, 1996; 
O’Dwyer & Owen, 2005; Kolk et al., 2008; Business for Social Responsibility, 2006; KPMG International, 2008; 
KPMG, 2009; The Courier Mail, 2003; PR Newswire Association, 2007; Global Warming Focus, 2008; M2 
Presswire, 2008) indicates that these organisations have a history of working with business organisations and 
stakeholder groups in relation to environmental, social and sustainability issues. Hence, they do appear to have 
expertise in the area. 
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• Global Reporting Initiative and KPMG developed an instrument (2007) to 
evaluate corporate reporting on the business implications of climate change. 
This document identifies a number of governance-related policies that are 
expected to be disclosed in an informative report. 
• The Association of Chartered Certified Accountants (ACCA), UK, developed 
an instrument to review the climate change-related reporting practices of 42 
UK companies (2007). Companies’ sustainability (or equivalent) reports, 
annual reports and web-based documentation were analysed using this 
disclosure criteria. 
 
Drawing from these sources, a list of climate change-related corporate governance 
disclosure practices comprising 22 specific issues was developed. The basis for 
including a particular item in the disclosure index was that at least two of the six 
reports reviewed (as identified above) must have included the item within their 
particular release or recommendations. Whilst this is a relatively arbitrary approach, 
the view is that given these documents are deemed to be authorative, then if two 
documents identify the same issue then it does appear to reinforce the view that the 
issue is important in terms of developing a sound corporate governance system to 
address the risks associated with climate change.  
 
After the commencement of the process of reviewing and coding disclosures from 
annual and sustainability reports, a limited number (3) of additional climate change-
related governance disclosure items were identified. The reason for the inclusion of 
the additional issues is that these issues were disclosed by at least two of the 
companies within their annual reports and/or sustainability reports. Besides, as the 
issues were disclosed by the organisations then these organisations must have 
considered that the issues were likely to be of relevance to particular stakeholders. 
 
Consequently, the list incorporated these new items that give a final index of 25 
specific climate change-related governance issues under eight general themes. The 
eight general categories of disclosure embraced in this research were: board oversight, 
senior management engagement and responsibility, emissions accounting, research 
and development, potential liability reduction, reporting/benchmarking, carbon 
pricing and trading, and external affairs. Four of the eight categories (board oversight, 
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senior management engagement and responsibility, emissions accounting, and 
external affairs) were taken from the categories identified in the reports provided by 
CERES (2006), BSR (2007), and CDP questionnaire with little amendments. During 
the coding process the researcher was also open to creating additional categories 
should it become apparent that additional categories were warranted. Four additional 
substantive categories (research and development, potential liability reduction, 
reporting/benchmarking, and carbon pricing and trading) were created for the issues 
that did not fit into the existing four categories.  
 
The index is shown in Table 5.1. The additional three items identified from the 
company annual and/or sustainability reports are presented in italics. Table 5.1 will 
also be used to report results (which are discussed in the results section below). 
Again, it is stressed that this stage is not directly assessing the relevance or reliability 
of particular categories of information. Rather, it seeks to gain an understanding of 
current disclosure practices, and trends therein, in relation to climate change-related 
corporate governance practices. 
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Table 5.1: Climate change-related governance practice disclosures within annual reports (1992 to 2007) 
General 
issues 
Specific issues BHP Billiton Caltex 
 
Origin 
Energy 
 
Rio Tinto 
 
Santos 
Limited 
 
Board oversight 
 
1) An organisation has a board committee with explicit 
oversight responsibility for environmental affairs.  
16 (92, 93, 94, 95, 96, 
97, 98, 99, 00, 01, 02, 
03, 04, 05, 06, 07) 
1 (07) 8 (00, 01, 02, 03, 04, 
05, 06, 07) 
12 (96, 97, 98, 99, 00, 
01, 02, 03, 04, 05, 06, 
07) 
14 (94, 95, 96, 97, 98, 
99,00,01, 02, 03, 04, 
05, 06, 07) 
2 An organisation has a specific board committee for 
climate change and greenhouse gas (GHG) affairs.  
0 
 
0 0 0 0 
3) The Board conducts periodic reviews of climate change 
performance. 
0 0 0 0 2 (06, 07) 
Senior management 
engagement and 
responsibility 
 
4) The Chairman/CEO articulates the organisation’s views 
on the issue of climate change through publicly available 
documents such as annual reports, sustainability reports, and 
websites. 
1 (07) 0 3 (03, 06, 07) 7 (99, 00, 01, 02, 03, 
04, 05) 
4 (03, 05, 06, 07) 
5) An organisation has an executive risk management team, 
dealing specifically with GHG issues.  
4 (03, 04, 06, 07) 1 (07) 0 2 (01, 07) 4 (04, 05, 06, 07) 
6) Some senior executives have specific responsibility for 
relationships with government, the media and the 
community with a specific focus on climate change issues. 
0 
 
0 1 (07) 5 (03, 04, 05, 06, 07) 0 
7) An organisation has a performance assessment tool to 
identify current gaps in greenhouse gas management. 
0 0 0 1 (07) 0 
8) The executive officers’ and/or senior managers’ 
compensation is linked to attainment of GHG targets. 
0 0 0 0 0 
Emissions 
accounting 
 
9) An organisation conducts an annual inventory of total 
direct/indirect GHG emissions from operations. 
1 (07) 0 1 (01) 5 (96, 97, 00, 06, 07) 2 (06, 07) 
10) An organisation calculates GHG emissions savings and 
offsets from it’s projects  
2 (03, 07) 1 (07) 5 (00, 01, 02, 06, 07) 8 (96, 97, 98, 99, 00, 
05, 06, 07) 
2 (06, 07) 
 103
11) An organisation has set an emissions baseline year by 
which to estimate future GHG emissions trends. 
0 0 0 3 (05, 06, 07) 1 (07) 
12) An organisation sets absolute GHG emission reduction 
targets for facilities and products. 
2 (02, 07) 6 (98, 00, 03, 04, 05, 
06) 
5 (97, 98, 01, 02, 03) 6 (00, 03, 04, 05, 06, 
07) 
4 (04, 05, 06, 07) 
13) An organisation has third party verification processes 
for GHG emissions data. 
0 0 0 0 0 
14) An organisation has a specific policy to purchase and/or 
develop renewable energy sources.  
2 (96, 07) 0 10 (97, 98, 00,01,02, 
03, 04, 05, 06, 07) 
2 (97, 07) 5 (02, 04, 05, 06, 07) 
15) An organisation has specific requirements for suppliers 
to reduce greenhouse gas emissions associated with their 
operations.  
0 0 0 0 0 
16) An organisation has a policy of providing product 
information including emissions reduction information to 
the customers through product labelling.  
0 0 5 (01, 04, 05, 06, 07) 0 0 
Research and 
development 
17) An organisation has a specific policy to develop energy 
efficiency by utilising/acquiring low-emission technologies.  
7 (95, 96, 97, 00, 03, 06, 
07) 
10 (98, 99, 00, 01, 02, 
03, 04, 05, 06, 07) 
13 (95, 96, 97, 98, 99, 
00, 01, 02, 03, 04, 05, 
06, 07) 
11 (95, 96, 97, 99, 00, 
02, 03, 04, 05, 06, 07)
5 (02, 04, 05, 06, 07) 
18) An organisation has a policy of investment to accelerate 
the research and development of low-emissions technologies 
and support energy efficient projects. 
1 (07) 1 (07) 3 (05, 06, 07) 3 (02, 03, 07) 1 (07) 
Potential liability 
reduction 
19) An organisation pursues strategies to minimise exposure 
to potential regulatory risks and/or physical threats to assets 
relating to climate change. 
5 (97, 00, 03, 06, 07) 10 (97, 98, 99, 01,02, 
03, 04, 05, 06, 07) 
8 (00, 01, 02, 03, 04, 
05, 06, 07) 
5 (97, 99, 05, 06, 07) 5 (02, 03, 04, 05, 07) 
Reporting/ 
benchmarking 
20) An organisation has specific frameworks to benchmark 
its greenhouse gas emissions against other companies and 
competitors.  
0 0 0 1 (07) 0 
21) An organisation has a policy of compliance with Global 
Reporting Initiatives (GRI) Guidelines or a comparable 
Triple Bottom Line format (e.g. GHG Protocol) to report its 
greenhouse gas emissions and trends.  
0 0 0 1 (07) 0 
Carbon pricing and 
trading 
22) An organisation has a policy for  trading in regional 
and/or international  emission trading schemes 
2 (06, 07) 0 0 1 (07) 0 
23) An organisation has a policy to assist government and 
other stakeholders on the design of effective climate change 
policies such as carbon pricing and/or National Emission 
Trading Scheme. 
1 (07) 0 2 (05, 07) 0 0 
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External affairs 24) An organisation has a public policy to support 
collaborative solutions (e.g. work with the government and 
other organisations in voluntary emission reduction 
projects) for climate change.  
1 (07) 1 (07) 7 (00, 01, 02, 03, 04, 
06, 07)  
3 (05, 06, 07) 1 (07) 
25) An organisation has a policy to promote climate friendly 
behavior within the community by raising awareness 
through environmental sustainability education.   
1 (07) 0 5 (03, 04, 05, 06, 07) 0 2 (05, 06) 
Total  46 31 76 76 52 
( ) = Year
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While it is acknowledged that this approach of developing the classification scheme 
may appear fairly arbitrary, nevertheless it is believed that it represents a sound start 
in developing an instrument that is not only used in this stage, but that can also be 
used as a starting point by other researchers interested in researching climate change-
related disclosures. It is also argued that the list of disclosure issues represents a 
means of evaluating the ‘quality’ of disclosures made by organisations in relation to 
reporting information about the corporate governance policies they have in place to 
address the risks and opportunities associated with climate change. Organisations that 
score more highly using the list (the maximum possible score being 25) are 
considered by the researcher to be providing relatively higher ‘quality’ disclosures, 
thereby enabling interested parties to better assess how organisations are dealing with 
climate change relative to organisations that provide fewer disclosures. 
 
Having determined how to classify and measure the disclosures this study then moved 
to the coding. A total of 80 annual reports and 24 social and environmental (or 
sustainability) reports of the five listed Australian companies (identified earlier) 
formed the basis for the results of this paper. As part of the review, this study used the 
search facility in the Connect 4 and DatAnalysis database. A search of these reports 
was undertaken using the words ‘climate change’, ‘global warming’, ‘greenhouse 
gas’, ‘emissions’, ‘EU ETS’ ‘carbon’, ‘CO2’, ‘GRI’, ‘GHG Protocol’, ‘corporate 
governance’, ‘management’, ‘risk’, ‘environment’, ‘pollution’ and ‘energy’. 
Companies that mentioned the words ‘emissions’, ‘carbon’, ‘corporate governance’, 
‘management’, ‘risk’, ‘environment’, ‘pollution and ‘energy’ generally, but failed to 
discuss them in the context of climate change, were not considered to be providing 
climate change-related corporate governance disclosure. 
5.4 Results of stage one 
5.4.1 Annual report disclosure 
 
The summary view of the disclosure of climate change-related governance practices 
of the five major Australian companies from 1992 to 2007 has been presented in 
Table 5.1. As Table 5.1 indicates, the numbers in parentheses indicate the year in 
which particular disclosures were made. 
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The findings show that at the beginning of the period of analysis all companies made 
minimal disclosures within their annual reports. Although BHP Billiton, Rio Tinto 
and Santos have reported the existence of a sustainability committee (or equivalent) to 
manage overall sustainability issues (environment, health and safety), there were no 
other board or management-related disclosures until 1999. Caltex did not provide any 
climate change-related governance information until 1997. During the mid-1990s the 
sample companies’ disclosures appeared to increase with some of the companies 
disclosing several new items under the general categories such as ‘emissions 
accounting’, ‘research and development’, and ‘potential liability reduction’. There 
were no disclosures regarding ‘external affairs’ until 2000. In 2000, Origin Energy 
disclosed information about their concerns for external affiliation, and support for 
collaborative solutions to climate change. The disclosure of these new issues 
represented an increase in total disclosures as disclosure pertaining to these issues had 
been absent in the earlier years. 
 
By the end of the period of analysis (2007), all the companies disclosed information 
about having a board committee with explicit oversight for general environmental 
affairs. However, there were still no disclosures regarding the specific board 
committees dealing with climate change. By 2007, the majority of companies 
identified the existence of an executive management team for risk management as it 
pertains to greenhouse issues. Under the management-related issues, with the 
exception of Caltex, all companies’ CEO/chairperson expressed the company’s 
position on climate change issues. Two companies, Origin Energy and Rio Tinto, 
reported the existence of an executive manager who is responsible for the 
corporations’ relationships with government, the media and the community in relation 
to climate change issues. Companies also started to disclose information in relation to 
the categories ‘reporting/benchmarking’, and ‘carbon pricing & trading’. Such 
information was absent in the earlier years. Perhaps the emergence of this disclosure 
might have been due to the growing acceptance of the Global Reporting Initiative and 
the introduction, or likely introduction internationally, of carbon pricing and trading 
during this period. 
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Across the period of analysis both Origin Energy and Rio Tinto made the highest 
number of disclosures, 76 in total (which is out of a possible 400, which is 16 years 
multiplied by 25 disclosure items). The highest number of issues disclosed in any 
particular year was by Rio Tinto in 2007 (16 issues out of 25 specific issues). Caltex 
appeared to disclose the lowest number of disclosures, 31 in total, across the entire 
period. The maximum number of items Caltex disclosed in any year was 7 out of 25 
specific issues in 2007. 
 
On the whole, the recent years provided evidence of the highest number of disclosures 
relative to the earlier years. In general, companies’ climate change-related governance 
practice disclosures have increased across time, although companies still provided a 
fairly low level of disclosure. 
 
The trends in total disclosures are represented in Figure 5.1 below. It is evident from it 
that companies are disclosing more climate change-related corporate governance 
information across time. The changing levels of corporate climate change-related 
governance disclosures is consistent with the increasing relevance of climate change 
to various corporate stakeholders and the implementation by government and industry 
of various climate change-related initiatives all of which seemed to be increasing 
across the period of our analysis. In all cases, disclosure was highest in the later 
period of our analysis and lowest (or, equal lowest) in the earlier period of our 
analysis (1992). Again, this is consistent with a growing trend in disclosure. If we are 
to accept that the disclosure index is a measure of the ‘quality’ of reporting in respect 
of climate change-related governance structures then it could be argued that the 
quality of disclosures appears to be improving across time, albeit there is obvious 
room for improvement. This research would also argue that a company such as 
Caltex, with a maximum of seven disclosures in 2007 (and a maximum of three in any 
other period) is producing disclosures of relatively low quality (such that stakeholders 
in Caltex would have relatively more difficulty in assessing how the organisation is 
attending to the risks and opportunities associated with climate change). 
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Figure 5.1: Climate change-related corporate governance disclosures by each 
company over time 
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5.4.2 Disclosures by categories 
 
The trends in disclosures in the eight broad categories over the period from 1992 to 
2007 are represented in Figure 5.2 below. The figure depicts an upward trend of 
disclosures for all the eight broad categories across time. As can be seen, from the 
early 1990s there was a sharp increase in the extent of emissions accounting-related 
disclosures. Among the eight categories, the disclosures related to the category 
‘emissions accounting’ accounted for 27.5% of the total disclosures, which comprises 
the highest amount of disclosures. In part, this is because this category includes more 
items than the other categories. The reporting of the climate change-related issues 
under all other categories appeared to increase at an increasing rate across time. Over 
the 16-year period, four issues22 out of 25 specific issues have not been mentioned by 
any company, whereas another three issues have been mentioned only once by any 
company across the period.23 The issue with the highest level of disclosure is 
information about board committees with explicit oversight responsibility for 
                                                 
22
 These issues being: an organisation has a specific board committee for climate change and GHG affairs; 
executive officers’ and senior managers’ compensation is linked to attainment of GHG targets; an organisation has 
third-party verification processes for GHG emissions data; and an organisation has specific requirements for 
suppliers to reduce GHG emissions associated with their operations. 
 
23
 These three issues (issue numbers 7, 20 and 21) were addressed once by Rio Tinto alone. 
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environmental affairs (51 times out of a total of 280 disclosures by categories from 
1992 to 1997). Interestingly, while four of the companies had been disclosing this 
information continuously since at least 2000, Caltex only started disclosing this 
information from 2007. 
 
Figure 5.2: Total disclosures by categories 
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5.4.3 Annual report disclosure versus stand-alone social and 
environmental report disclosure 
 
A total of 24 stand-alone social and environmental (or equivalent) reports have been 
reviewed. The year of the reports that are analysed is identified in Table 5.2. Table 5.3 
provides the summary results of the climate change-related governance practices 
disclosed in the stand-alone social and environmental reports of BHP Billiton, Caltex, 
Origin Energy, Rio Tinto and Santos Limited from 2002 to 2007. 
 
Table 5.2: Summary of stand-alone social and environmental (or equivalent) 
reports reviewed 
Company Year 
 
BHP Billiton 2002–2007 
Caltex 2002 and 2003, 2004 
Origin Energy Limited 2002–2007 
Rio Tinto 2002–2007 
Santos Limited 2004, 2006 and 2007 
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Given the results reported in Table 5.3 it can seen that companies’ climate change-
related governance practice reporting in their annual reports and their social and 
environmental reports seemed to be generally consistent. However, there was one 
exception: one of the issues within the ‘emissions accounting’ category, the third-
party verification for GHG emissions data, was reported in three of the five 
companies’ (Origin Energy, Rio Tinto, Santos Limited) stand-alone reports, but was 
absent in the companies’ annual reports. Similarly, there are three issues that were not 
disclosed in the companies’ social and environmental reports, but appeared within the 
respective companies’ annual reports. These are: 
• the board conducts a periodic review of climate change performance 
• some senior executives have a specific responsibility for relationships 
with government, the media and the community with a specific focus on 
climate change issues 
• the company has a performance assessment tool to identify current gaps 
in GHG management. 
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Table 5.3: Climate change-related governance practice disclosures in social and environmental (or equivalent) reports 
General 
issues 
Specific issues BHP 
Billiton 
Caltex Origin 
Energy 
Rio 
Tinto 
Santos 
Limited 
Board oversight 
 
1) An organisation has a board committee with 
explicit oversight responsibility for 
environmental affairs.  
6 (02, 03, 04, 05, 
06, 07) 
0 0 6 (02, 03, 04, 05, 
06, 07) 
3 (04, 06, 07) 
2 An organisation has a specific board committee 
for climate change and greenhouse gas (GHG) 
affairs.  
0 0 0 0 0 
3) The Board conducts periodic reviews of 
climate change performance. 
0 0 0 0 0 
Senior 
management 
engagement and 
responsibility 
 
4) The Chairman/CEO articulates the 
organisation’s views on the issue of climate 
change through publicly available documents 
such as annual reports, sustainability reports, and 
websites. 
2 (06, 07) 1 (04) 5 (02, 03, 04, 05, 
07) 
3 (05, 06, 07) 0 
5) An organisation has an executive risk 
management team, dealing specifically with GHG 
issues.  
6 (02, 03, 04, 05, 
06, 07) 
0 1 (06) 0 1 (06) 
6) Some senior executives have specific 
responsibility for relationships with government, 
the media and the community with a specific 
focus on climate change issues. 
0 0 0 0 0 
7) An organisation has a performance assessment 
tool to identify current gaps in greenhouse gas 
management. 
0 0 0 0 0 
8) The executive officers’ and/or senior 
managers’ compensation is linked to attainment 
of GHG targets. 
0 0 0 0 0 
Emissions 
accounting 
 
9) An organisation conducts an annual inventory 
of total direct/indirect GHG emissions from 
operations. 
6 (02, 03, 04, 05, 
06, 07) 
3 (02, 03, 04) 6 (02, 03, 04, 05, 
06, 07) 
6 (02, 03, 04, 05, 
06, 07) 
2 (06, 07) 
10) An organisation calculates GHG emissions 
savings and offsets from it’s projects  
5 (03, 04, 05, 06, 
07) 
3 (02, 03, 04) 3 (05, 06, 07) 4 (04, 05, 06, 07) 0 
11) An organisation has set an emissions baseline 
year by which to estimate future GHG emissions 
trends. 
2 (06, 07) 0 1 (07) 0 1 (07) 
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12) An organisation sets absolute GHG emission 
reduction targets for facilities and products. 
6 (02, 03, 04, 05, 
06, 07) 
0 5 (03, 04, 05, 06, 
07) 
5 (03, 04, 05, 06, 
07) 
3 (04, 06, 07) 
13) An organisation has third party verification 
processes for GHG emissions data. 
0 0 4 (04, 05, 06, 07) 6 (02, 03, 04, 05, 
06, 07) 
1 (07) 
14) An organisation has a specific policy to 
purchase and/or develop renewable energy 
sources.  
1 (07) 3 (02, 03, 04) 6 (02, 03, 04, 05, 
06, 07) 
0 1 (04) 
15) An organisation has specific requirements for 
suppliers to reduce greenhouse gas emissions 
associated with their operations.  
0 0 0 0 0 
16) An organisation has a policy of providing 
product information including emissions 
reduction information to the customers through 
product labelling.  
0 0 6 (02, 03, 04, 05, 
06, 07) 
0 0 
Research and 
development 
17) An organisation has a specific policy to 
develop energy efficiency by utilising/acquiring 
low-emission technologies.  
4 (04, 05, 06, 07) 3 (02, 03, 04) 6 (02, 03, 04, 05, 
06, 07) 
6 (02, 03, 04, 05, 
06, 07) 
3 (04, 06, 07) 
18) An organisation has a policy of investment to 
accelerate the research and development of low-
emissions technologies and support energy 
efficient projects. 
2 (06, 07) 0 4 (03, 05, 06, 07) 5 (02, 03, 04, 06, 
07) 
3 (04, 06, 07) 
Potential liability 
reduction 
19) An organisation pursues strategies to 
minimise exposure to potential regulatory risks 
and/or physical threats to assets relating to 
climate change. 
6 (02, 03, 04, 05, 
06, 07) 
3 (02, 03, 04) 6 (02, 03, 04, 05, 
06, 07) 
6 (02, 03, 04, 05, 
06, 07) 
3 (04, 06, 07) 
Reporting/ 
benchmarking 
20) An organisation has specific frameworks to 
benchmark its greenhouse gas emissions against 
other companies and competitors.  
1 (07) 0 0 0 1 (07) 
21) An organisation has a policy of compliance 
with Global Reporting Initiatives (GRI) 
Guidelines or a comparable Triple Bottom Line 
format (e.g. GHG Protocol) to report its 
greenhouse gas emissions and trends.  
0 0 0 0 1 (07) 
Carbon pricing 
and trading 
22) An organisation has a policy for  trading in 
regional and/or international  emission trading 
schemes 
1 (07) 0 0 0 0 
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23) An organisation has a policy to assist 
government and other stakeholders on the design 
of effective climate change policies such as 
carbon pricing and/or National Emission Trading 
Scheme. 
1 (07) 0 1 (07) 0 0 
External affairs 24) An organisation has a public policy to support 
collaborative solutions (e.g. work with the 
government and other organisations in voluntary 
emission reduction projects) for climate change.  
3 (05, 06, 07) 0 4 (02, 05, 06, 07) 6 (02, 03, 04, 05, 
06, 07) 
2 (04, 07) 
25) An organisation has a policy to promote 
climate friendly behavior within the community 
by raising awareness through environmental 
sustainability education.   
5 (03, 04, 05, 06, 
07) 
0 6 (02, 03, 04, 05, 
06, 07) 
0 0 
Total  57 16 64 53 25 
( ) = Year
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Because social and environmental (or sustainability) reports are arguably published to 
disclose relatively comprehensive information about sustainability issues 
(environment, economic, community, health and safety), it is perhaps not surprising 
that the companies’ sustainability reports provided greater levels of disclosure, 
particularly in relation to the categories ‘emissions accounting’, and ‘research & 
development’ (for example, information about GHG inventory, GHG reduction 
targets from facilities and products, and the promotion of energy efficiency by 
developing low emission technologies). 
 
Figure 5.3: Climate change-related corporate governance disclosure in 
sustainability reports 
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Figure 5.3 shows the disclosure trend in stand-alone reports for the five companies. It 
is notable that all the companies showed an increasing trend in reporting that is 
consistent with the findings in annual reports. Over the six-year period, six out of 25 
specific issues have not been mentioned by any company within their stand-alone 
reports. The results also show that the number of disclosure is slightly higher in 
sustainability reports compared to company annual reports over the year, from 2002 to 
2007. However, while the disclosures in the social and environmental reports was 
slightly higher, this in itself is somewhat counter-intuitive as it would have been 
reasonably expected the social and environmental reports to focus significantly more 
on what is arguably a key social and environmental problem – climate change. 
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This stage has developed a list of disclosure issues based on best practice guides to 
investigate Australian companies’ climate change-related corporate disclosure 
practices. At a general level, the most notable finding from the trends considered 
above is the growth in climate change-related corporate governance disclosures within 
both annual and social and environmental (sustainability) reports over time. However, 
tables 5.1 and 5.3 show that many items of the disclosure index are not being 
disclosed by the companies. This can lead to question the ‘quality’ of the sample’s 
disclosures. The highest number of disclosure made by any company in any year is by 
Rio Tinto (16 out of 25 specific issues in its 2007 annual report) and BHP (16 out of 
25 in its 2007 sustainability report), which seems rather low if it is to accept that the 
list of potential disclosure practices. There is therefore an opportunity for the 
companies to increase their level and ‘quality’ of climate change-related disclosure 
within the annual and stand-alone sustainability reports. 
5.5 Chapter conclusion 
 
This stage of the broader study provides a contribution to the social and 
environmental accounting literature as it offers an overview of the reporting practices 
of major Australian companies’ in respect of their climate change-related governance 
practices – an area in which limited information is currently available. This stage has 
employed a content analysis research method to investigate the disclosure policies of 
major Australian companies’ in respect of their climate change-related governance 
disclosure practices. A disclosure category has been developed to classify climate 
change-related governance disclosures of the companies. The finding of this 
exploratory research suggests an increasing trend in companies’ climate change-
related corporate governance disclosures. 
 
However, from this research it can be concluded that corporate reporting by major 
Australian companies on climate change-related practices appear to be still at a low 
level. While there are several items that have been relatively well disclosed (for 
example, issues under ‘emissions accounting’ and ‘research and development’ 
categories), none of the companies has provided disclosures across all, or nearly all, 
of the issues identified from our review of ‘best practice’. Further, some of the 
companies in the sample provided very limited disclosures across the period of 
analysis, leading to question the quality of their disclosures. For example, across the 
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entire period of analysis Caltex provided a maximum of seven related disclosures (out 
of our 25 possible items) in its annual report (in 2007), and a maximum of six 
disclosures in its sustainability report (in 2004) across all the years of the analysis. If 
climate change is considered to represent significant risks to organisations, 
particularly those operating in carbon intensive industries (such as our sample of 
companies), then it is questionable whether the disclosures currently being made will 
allow interested readers to gain an appreciation of the risks that climate change, and 
the associated mitigation efforts, pose to particular organisations. 
 
As discussed earlier, similar to the rest of the world the political position of Australia 
towards the issue of climate change has changed over the period of time. 
Organisations’ responses to climate change (hence the disclosure practices) have also 
changed accordingly. The introduction of the UNFCC in 1992 and the Kyoto protocol 
in 1997 signalled a shift in social consciousness regarding climate change. However, 
Australia only ratified in 2007, and therefore Australian companies may not have 
perceived much importance in climate change until that date, which may have 
explained the low disclosure levels documented at that stage.  
 
Another possible explanatory factor for a lack of disclosure on climate change might 
be the absence of accounting standards for companies. Accounting for greenhouse gas 
emissions remains a challenge, and organisations continue to wait for clear guidance 
from accounting standards setters. The International Financial Reporting 
Interpretations Committee (IFRIC) initially took on this task, and issued IFRIC 3 
Emission Rights24. However, because of the pressure from and objection of both the 
business community and European politicians about the financial statement 
consequences of applying that interpretation, it was withdrawn by the International 
Accounting Standards Board (IASB) within a year of its issuance (Deloitte, 2007). 
 
Although at present there is no specific accounting standard for Australian companies 
covering GHG emissions and abatement activities, a report produced by KPMG 
highlighted that “for companies to take the lack of an accounting standard as an 
                                                 
24
 IFRIC 3 specifies the accounting for companies participating in government schemes aimed at reducing 
greenhouse gas emissions. It requires companies to account for the emission allowances they receive from 
governments as intangible assets, recorded initially at fair value. It also requires companies, as they produce 
emissions, to recognise a liability for the obligation to deliver allowances to cover those emissions (International 
Accounting Standards Board, 2004).   
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excuse to relax their efforts in this area may be a significant error of judgement” 
(KPMG 2008b). Therefore, it can be expected that should companies increase the 
extent of their climate change-related disclosure practices, then this would conform to 
stakeholders’ expectations about corporate Australia’s accountability in relation to 
climate change. By initiating climate change-related corporate governance practices 
and disclosing relevant information to the stakeholders, companies can manage the 
risks posed by climate change and gain a competitive advantage over less prescient 
rivals (e.g. capturing new carbon markets such as hybrid cars or energy efficiency 
loans) (Cook & Barclay, 2002; Lash & Wellington, 2007). Thus it can be expected 
that the research reported in this stage, which highlights an apparent lack of disclosure 
in particular areas, might hopefully act as a stimulus for Australian corporations to 
increase the extent of disclosures to capture the new opportunities that might arise 
from managing climate change.  
 
This research has developed a list of climate change-related corporate governance 
issues and utilised this list to examine its major Australian companies’ disclosure 
practices. Although the research focuses on five major Australian companies, it 
considers the global context of climate change-related governance practices. Hence, it 
can be expected that this classification scheme would be useful for companies who 
want to adopt climate change-related governance practices and related disclosures, 
and would help them to capture competitive advantage in a carbon-constrained world. 
The study would also be of relevance to investors and other stakeholders in evaluating 
the accountability of companies in relation to strategies for managing climate risk. 
Finally, the stage would offer policymakers insights into corporate disclosure 
practices in relation to GHG emissions and related disclosures, and provides a frame 
of reference for developing related disclosure requirements. 
 
The findings reported forms the basis for further investigating what climate change-
related corporate governance information stakeholders perceive that companies 
should disclose. The second stage of the broader study will investigate this objective 
which will be presented in the next chapter (Chapter 6). 
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Chapter Six: Towards the development of a best practice 
index for the disclosure of organisations’ climate change-
related corporate governance practices  
 
 
6.1. Introduction  
 
Chapter five reported that although there is evidence of increasing climate change-
related corporate governance disclosures by Australian companies across time, the 
level of disclosure is still quite low. Previous research also argued that although there 
is an increasing trend in companies’ climate change-related reporting, it remains at 
fairly low levels. For example, Labatt and White (2007) argued that corporate 
disclosure on climate change at an international level has historically been ‘uneven 
and inadequate’ (p.114). Given that the problem of climate change is directly 
impacted by business operations, and also creates risks and opportunities for business, 
it does seem reasonable that various stakeholder groups will be particularly interested 
in the climate change-related policies and procedures business organisations have in 
place. That is, to assess the relative risks and opportunities that climate change 
creates, stakeholders will have a demand for information about the types of policies 
and procedures an organisation has (or does not have) in place to address climate 
change. However, currently it is somewhat unclear what types of information 
stakeholders demand in relation to climate change-related corporate governance 
practices. In response to this uncertainty, stage two of this broader study seeks to 
explore stakeholders’ (users of information as well as experts in relation to what 
information should be disclosed) demands for information about climate change-
related corporate governance practices.  
 
This stage represents an important step towards developing ‘best practice’ 
recommendations relating to the disclosure of information about climate change-
related corporate governance practices. Stage one (Chapter 5) of this study has 
synthesised a list of key reporting issues reviewing a number of best practice guides, 
together with a review of corporate disclosure practices. Utilising this list, or index, in 
stage two the researcher sent a questionnaire to representatives of different 
stakeholder groups who are believed to have expertise in the area of climate change. 
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The experts were surveyed to see whether they concur with the various proposed 
disclosure issues, and whether they believe further issues, not listed within the survey 
instrument, are of importance. After taking the views of the experts into consideration, 
stage two then presents a comprehensive ‘best practice’ index for reporting climate 
change-related corporate governance practices.  
 
The rest of the chapter is organised as follows. Section two presents an overview of 
the significance of this, followed by the theoretical framework underpinning this 
stage. Section three presents the research methods. Section four presents the findings 
of this stage, and the last section, Section five, provides concluding comments.  
6.2. Significance of the study: why do stakeholders need climate 
change-related corporate governance disclosures? 
 
 
In Chapter two and five, the issue of climate change was discussed as representing 
one of the biggest risk factors facing business (Garnaut, 2008; CERES, 2002). There 
are differential climate change-related risks business organisations are likely to face. 
All these risks associated with climate change can affect businesses’ profitability and 
value (Rolph & Prior, 2006). To assess potential risks, stakeholders would need to 
know the policies and procedures (governance structures) an organisation has put in 
place to manage the climate change aspects of its performance (climate change-
related corporate governance practices) rather than simple output measures (for 
example, level of emissions). As indicated by Bebbington and González (2008, p. 
705): 
 
…in addition to financial information, non-financial information will be needed to provide 
relevant information about the risks associated with GCC (global climate change). Indeed, in order 
to reflect a ‘true and fair view’ of corporate performance and the context of their operations, non-
financial reporting will be needed to provide information about the impact of GCC and adaptation 
to GCC (via changing regulations or via changing corporate activities) on organisations. 
 
 
Many stakeholder groups are increasingly showing their concerns about climate 
change. These stakeholder groups include NGOs, consumers, media, the scientific 
community, shareholders, suppliers, and professionals (Kolk & Pinkse, 2007; 
PLEON, 2007). Reflecting the growing calls from various stakeholder groups for the 
improvement of the governance and reporting practices of energy use, and greenhouse 
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gas emissions of companies, the CEOs’ of two leading Australian superannuation 
funds, Public Sector and Commonwealth Superannuation Schemes (PSS/CSS) and 
Catholic Superannuation Fund (CSF) made a joint statement in a media release 
(Commonwealth Superannuation Scheme, 2003) that: 
 
 
Due to rising energy costs, insurance costs, regulatory costs and litigation costs, as well as the 
tangible risk of reputation and brand image, the management of energy use is no longer the 
province of environmentalists alone. It is now an area of high and unpredictable risk which 
impacts the profitability of companies and their long-term shareowner value…company directors 
have a duty to ensure that sufficient reporting is provided to shareowners. Improved management 
and disclosure of energy use by companies is a win on two fronts. Firstly, it offers an immediate 
and measurable reduction in business costs, and thereby improved profits. Secondly, it is a sound 
approach to long-term risk management….we expect company directors will welcome our long-
term investment view in calling for improvement in the governance and reporting of this risk.  
 
 
Reflective of the demand for information about an organisation’s practices to climate 
change risks, the leading law firm Morgan Lewis (2009, p. 5) states: 
 
 
Disclosure about greenhouse gas emissions and strategies to reduce such emissions may become 
an expected part of the analysis of a company’s material financial risks from climate change… In 
addition, the companies’ disclosures about the roles of their boards of directors concerning climate 
change and the relationship between officer compensation and environmental performance may 
lead to demands for similar information from other public companies. Therefore, public companies 
should consider adopting these management practices and corporate governance measures if they 
face material financial risks from climate change.  
 
 
Hence, it can be argued that to assess future risks, stakeholder groups would not 
necessarily focus on historical records of performance (for example, ‘output 
measures’ such as past emission levels), but rather, would need to know what 
mechanisms are in place to control and mitigate the climate change-related 
implications of the organisation’s current and future operations (process measures).  
 
Previous studies in social and environmental accounting literature used a variety of 
disclosure indices for the purpose of classifying and measuring corporate social and 
environmental disclosures in annual and stand-alone reports (for example, see Ernst & 
Ernst, 1978; Wiseman, 1982; Guthrie & Parker, 1989, 1990; Gray et al., 1995a; 
Hackston & Milne, 1996; and Islam & Deegan, 2008). However, the various 
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disclosure indices used were relatively general in nature covering the broad area of 
social and environmental reporting and therefore did not tend to ‘drill-down’ and 
provide useful guidance or information in relation to climate change-related corporate 
governance issues. Stage two of this study fills this gap by refining and validating the 
disclosure index developed in stage one with reliance being placed on the opinions of 
experts within different stakeholder groups to provide a climate change-related 
corporate governance -specific ‘best practice’ disclosure index. 
6.3. Theoretical perspective 
 
The aim of this stage is to examine what climate change-related corporate governance 
information stakeholders’ perceive that companies should disclose. As such, the 
approach being adopted in this stage can be considered to represent a ‘decision-
usefulness’ type of study (please see Chapter 4, section 4.2). This approach implies 
that only information relevant to the decision-making process of the users should be 
reported (Puxty and Laughlin, 1983; Bebbington et al., 2001; Deegan, 2009; Jones & 
Belkaoui, 2010). Further, within the decision usefulness perspective this stage is 
adopting a ‘decision-makers perspective’, rather than a ‘decision-models perspective’, 
which emphasises undertaking research that seeks to directly ask the users of the 
information what information they want (Bebbington et al., 2001; Deegan, 2009). 
Prior research provides evidence of the decision-maker approach to understand what 
social and environmental information users perceive as important for their decision 
making (Preston, 1978; Belkaoui, 1980; Solomon & Solomon, 2006; Acland 1976; 
Hendricks 1976; Milne & Patten 2002; Rikhardsson & Holm, 2006; Buzby & Falk, 
1979; Rockness & Williams, 1988; Epstein & Freedman, 1994; Deegan & Rankin 
1997). By adopting a decision-maker approach, previous studies developed disclosure 
indices based on the users’ perceived importance of each disclosure item (e.g., Buzby 
& Falk, 1979; Chow & Wong-Boren, 1987; Cooke, 1989; Wallace & Naser, 1995; 
Inchausti, 1997; Depoers, 2000).  
 
This stage also attempts to provide a ‘best practice’ disclosure index from the 
perspective of stakeholders in relation to what information is important for their 
decision-making. The research accepts the view that the information requirements of 
users can be determined through research that enquires of specific users what 
 122
information they want. A decision-makers emphasise is therefore adopted as this stage 
directly seeks the needs of relevant users of information regarding climate change-
related corporate governance practices. This knowledge can then be used to prescribe 
what climate change-related corporate governance information should be supplied to 
the users. That is, the researcher is not questioning why they demand or require, or 
whether they ‘should’ require, particular information. The researcher is accepting the 
decisions of the ‘experts’ and developing a disclosure index based on expert 
opinions25. The results should be considered in this light.  
6.4. Research methods  
 
Stage one of this study involved developing a preliminary disclosure index in relation 
to climate change-related corporate governance practices. This index is reproduced 
here in Table 6.1 with a label being provided to each specific issue in the last column. 
After developing a preliminary climate change-related corporate governance 
disclosure index in stage one, the researcher then investigated, via an online survey, 
whether climate change experts from various stakeholder groups consider the issues 
in the index to be important items for assessing organisations’ approach to managing 
climate change risks and opportunities26.  
Table 6.1: Climate Change-related Corporate Governance Disclosure Index 
General 
Categories 
Specific Issues Labels 
BOARD 
OVERSIGHT 
1) An organisation has a board committee with explicit oversight responsibility 
for environmental affairs.  BDOV1 
2 An organisation has a specific board committee for climate change and 
greenhouse gas (GHG) affairs.  BDOV2 
3) The Board conducts periodic reviews of climate change performance. BDOV3 
SENIOR 
MANAGEMENT 
ENGAGEMENT 
AND 
RESPONSIBILITY 
  
4) The Chairman/CEO articulates the organisation’s views on the issue of 
climate change through publicly available documents such as annual reports, 
sustainability reports, and websites. 
MNGRES
4 
5) An organisation has an executive risk management team, dealing 
specifically with GHG issues.  MNGRES
5 
6) Some senior executives have specific responsibility for relationships with 
government, the media and the community with a specific focus on climate 
change issues. 
MNGRES
6 
                                                 
25
 Arguably, if respondents were not deemed to be experts in the area of the current research then the relevance of 
the respondents’ views about the need for particular information would clearly be questionable. 
 
26
 Marston & Shrives (1991) suggested that while constructing a disclosure index, the selection of items should 
include a review of the relevant literature, as well as opinion from the relevant user groups, as different user groups 
tend to view different items as important.  
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7) An organisation has a performance assessment tool to identify current gaps 
in greenhouse gas management. MNGRES
7 
8) The executive officers’ and/or senior managers’ compensation is linked to 
attainment of GHG targets. MNGRES
8 
EMISSIONS 
ACCOUNTING 
  
9) An organisation conducts an annual inventory of total direct/indirect GHG 
emissions from operations. EMSAC9 
10) An organisation calculates GHG emissions savings and offsets from it’s 
projects  EMSAC10 
11) An organisation has set an emissions baseline year by which to estimate 
future GHG emissions trends. EMSAC11 
12) An organisation sets absolute GHG emission reduction targets for facilities 
and products. EMSAC12 
13) An organisation has third party verification processes for GHG emissions 
data. EMSAC13 
14) An organisation has a specific policy to purchase and/or develop 
renewable energy sources.  EMSAC14 
15) An organisation has specific requirements for suppliers to reduce 
greenhouse gas emissions associated with their operations.  EMSAC15 
16) An organisation has a policy of providing product information including 
emissions reduction information to the customers through product labelling.  EMSAC16 
RESEARCH AND 
DEVELOPMENT  
17) An organisation has a specific policy to develop energy efficiency by 
utilising/acquiring low-emission technologies.  RND17 
18) An organisation has a policy of investment to accelerate the research and 
development of low-emissions technologies and support energy efficient 
projects. 
RND18 
POTENTIAL 
LIABILITY 
REDUCTION 
19) An organisation pursues strategies to minimise exposure to potential 
regulatory risks and/or physical threats to assets relating to climate change.  
POTLBR
D19 
REPORTING/ 
BENCHMARKING 
20) An organisation has specific frameworks to benchmark its greenhouse gas 
emissions against other companies and competitors.  REPBEN2
0 
21) An organisation has a policy of compliance with Global Reporting 
Initiatives (GRI) Guidelines or a comparable Triple Bottom Line format (e.g. 
GHG Protocol) to report its greenhouse gas emissions and trends.  
REPBEN2
1 
CARBON 
PRICING AND 
TRADING 
22) An organisation has a policy for  trading in regional and/or international  
emission trading schemes CRNPRT
RD22 
23) An organisation has a policy to assist government and other stakeholders 
on the design of effective climate change policies such as carbon pricing 
and/or National Emission Trading Scheme. 
CRNPRT
RD23 
EXTERNAL 
AFFAIRS 
24) An organisation has a public policy to support collaborative solutions (e.g. 
work with the government and other organisations in voluntary emission 
reduction projects) for climate change.  
EXAFF24 
25) An organisation has a policy to promote climate friendly behavior within 
the community by raising awareness through environmental sustainability 
education.   
EXAFF25 
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6.4.1 Survey  
 
This stage of the study surveyed experts within different stakeholder groups to 
evaluate the specific issues identified in this preliminary index. The survey involved 
five steps: identifying the stakeholder groups, selecting the expert participants, 
designing the questionnaire, conducting the online survey, and analysing the survey 
data. 
6.4.1.1 Step one: Identifying the stakeholder groups 
 
Step one involved identifying relevant stakeholder groups. Based on the review of 
prior literature and numerous media releases and public documents, we identified 
different stakeholders who focussed on environmental issues, particularly the issue of 
climate change (Freidman & Miles, 2001; Thompson & Cowton, 2004; ACF, 2006; 
Preston & Jones, 2006; Stern, 2006; Boykoff & Roberts, 2007; CPA Australia, 2007; 
Hall & Taplin, 2007; Pinske & Kolk, 2007; Garnaut, 2008; KPMG, 2008a; Deegan, 
2010; Solomon, 2010). The selected stakeholder groups were:  
 
1. Government bodies (Australian Greenhouse Office, Bureau of 
Meteorology)  
2. Institutional investors and banks (AMP Capital, VicSuper, Sustainable 
Asset management, Westpac, ANZ, National Australia Bank)   
3. Environmental NGOs (WWF-Australia, Australian Conservation 
Foundation, Greenpeace, Friends of the Earth)  
4. Environmental consultancies (Banarra, THRIVE Sustainability Services) 
5. Research Community (CSIRO) 
6. Media (The Australian; News limited)  
7. Consumer association (CHOICE)   
8. Accounting professionals (Institute of Chartered Accountants in Australia 
(ICCA), CPA Australia, KPMG, Pricewaterhouse Coopers, Ernst and 
Young)  
The above list includes both local-based (Australian) and global organisations, and 
includes individuals who would arguably appreciate what elements should be present 
if a corporate governance system is to adequately address the various risks associated 
with climate change.  
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6.4.1.2 Step two: Selecting the expert participants 
 
After identifying the stakeholder groups, the researcher identified the people who 
have been working on environmental/climate change-related issues within the 
respective organisations. The researcher identified potential participants from the 
websites of the respective stakeholder organisations. For example, the researcher 
selected people in charge of organisations’ corporate environmental responsibility, 
climate change and sustainability services, climate change and risk management, 
greenhouse and energy reporting taskforce, and climate change campaigns.  
 
The selection of the participants was balanced with individuals from various 
organisational backgrounds and presumably reflected different perceptions about the 
issues associated with climate change. What will be of interest is to see whether the 
diversity in background influences perceptions about the importance of respective 
disclosure issues. A list of 110 potential participants was compiled and all of them 
were invited, by email, to participate.  
6.4.1.3 Step three: Questionnaire design 
 
The survey began with a plain language statement (see Appendix 1), followed by the 
list of questions. The questionnaire contained two parts. The first segment requested 
data concerning demographic characteristics in order to obtain a profile of the 
respondents. The second segment sought respondents’ views on climate change-
related corporate governance disclosure practices. Subjects were asked to rate each of 
the issues in the preliminary climate change-related corporate governance index. This 
survey used a five point Likert-scale with one representing unimportant, and five 
representing very important. The Likert scale was appropriate for the present study to 
ascertain a level of importance attached to each climate change-related corporate 
governance disclosure issues. The categories we used (1= unimportant, 3= important, 
5= very important) are consistent with prior social and environmental accounting 
research (see, for example, Deegan & Rankin, 1997; Deegan & Rankin, 1999; 
Wilmshurst & Frost, 2000). In addition, a number of open-ended questions were 
included in the questionnaire to give each respondent the opportunity to include other 
important specific issues they believe organisations need to address under each broad 
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category. They are also able to make any additional comments on the issues being 
covered.  
The design of the questionnaire involved two more steps - identifying the survey tool, 
and piloting the questionnaire.  
I. Survey tool 
This study utilised an online survey tool called survey-monkey 
(www.surveymonkey.com). Started in 1999, SurveyMonkey is a US-based company 
that enables users to create their own online surveys. SurveyMonkey creates a unique 
URL (web address) for each survey developed. Participants can respond whenever 
they wish as long as the survey is available. All surveys and data are hosted on the 
secure server of survey monkey and kept private and confidential. The use of 
SurveyMonkey for this project was financially supported by RMIT University. 
 
II. Piloting the questionnaire 
Pilot testing is intended to reveal weaknesses in the design and inappropriate control 
of extraneous or environmental conditions. Thus pre-testing the instruments permits 
refinement before the final test. There are various reasons for pre-testing individual 
questions, and questionnaires: 1. discovering ways to increase participant interest; 2. 
increasing the likelihood that participants will remain engaged to the completion of 
the survey; 3. discovering question content, wording, and sequencing problems; 4. 
discovering target question groups where researcher training is needed; and 5. 
exploring ways to improve the overall quality of survey data (Cooper & Schindler, 
2006, p.384).  
 
To ensure the content validity of the instrument, the questionnaire was pre-tested by a 
number of university academics and researchers knowledgeable about sustainability 
issues and/or questionnaire and survey development. Eight academics and researchers, 
not involved in the final sample, were invited to comment on the questionnaire with 
respect to issues such as layout, style, wording and so forth. The intention of this pilot 
study was to determine whether the questionnaire was constructed in such a way that 
the questionnaire was likely to elicit the information sought, to ensure that the 
questions were reader-friendly, and presented in a way that was likely to enhance 
 127
responses. Each participant of the pilot test was sent an email explaining the aim of 
the study and the type of information the questionnaire was intended to elicit, and the 
link to the questionnaire. Following the pilot phase, the survey was revised and minor 
changes were made.  
6.4.1.4 Step four: Conducting the online survey 
 
After piloting the questionnaire, it was distributed to the participants via a link 
contained within an introductory email outlining the survey purpose, providing 
instruction for completion and requesting their participation. The introductory email is 
provided in Appendix 1 (which is also the plain language statement). The email also 
addressed issues of possible risks (if any) and benefits for participants, and confirmed 
the privacy/ protection of anonymity and data security. Records were kept on when 
participants were contacted, when they agreed to participate, and when they 
completed the survey. Four weeks after the initial mail-out, a reminder email 
(provided in Appendix 2) was sent to all the participants who had either not 
responded to the initial e-mail, or had not completed the entire questionnaire.  
 
6.4.1.5 Step five: Survey Data Analysis  
 
Step five involved analysing the survey data to develop the climate change-related 
corporate governance ‘best practice’ disclosure index. After concluding the survey, 
the responses were downloaded from SurveyMonkey into a Microsoft Excel 
spreadsheet. The data were then analysed and described. One way of analysing survey 
data is to utilise ‘descriptive statistics’ or ‘exploratory analysis’ (Collis & Hussey, 
2003). Such data analysis enables researchers to summarise or display quantitative 
data in such a way that will provide “patterns and relationships to be descend which is 
not apparent in raw data” (Collis & Hussey, 203, p.196-198). A descriptive analysis 
of quantitative data, such as frequency, percentage, mean, and standard deviation 
from the questionnaire were conducted using SPSS 16.0 software.  
 
The survey questionnaire also had an open-ended section that allows respondents to 
provide a “response or opinion in his or her own words” about what other climate 
change-related corporate governance items of information are important for their 
decision-making (Collis & Hussey, 2003, p. 179).  Qualitative analysis of data from 
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the open-ended sections of the questionnaire was conducted to identify any additional 
climate change-related corporate governance issues recommended by the participants. 
The survey asked the respondents to recommend any additional issue under the eight 
broad categories within the disclosure index (developed in stage one). Therefore, the 
coding of the open-ended section of the questionnaire was performed around the eight 
broad categories. Any additional important issue cited by two or more respondents 
has been included in the index. Thus after analysing the data, this stage utilised the 
results of the survey to develop the climate change-related corporate governance ‘best 
practice’ disclosure index.  
6.5 Results and discussion of stage two 
6.5.1 Respondents 
 
This study surveyed 110 experts within different stakeholder groups. Solomon and 
Lewis (2002) argued that the user groups may consist of two sub-groups, namely a 
normative (environmental consultants, academics, professional organisations, trade 
and industry associations and government organisations) and an interested party group 
(environmental pressure groups, independent financial advisors, fund managers, 
researchers, political and professional bodies, banks, institutional investors and the 
media), where the normative party “may not actually use CED, they are likely to have 
strong views about what is required by users”; on the other hand, the interested party 
group “is intended to represent the users themselves” (p. 160). Similarly, the 
stakeholder groups (accounting professionals, environmental NGOs, environmental 
consultancies, government bodies, institutional investors, researchers, consumer 
associations, and media) in this study were considered as users of climate change-
related corporate governance information as well as having expertise in relation to 
what is required by the users. 
 
A total of 50 responses were received. Of these, four respondents filled only the 
demographic part of the questionnaire, and therefore, were eliminated from the final 
sample. Two respondents declined to complete the questionnaire. A further two  
responses were received from individuals who advised they were no longer working 
in the area of environment/climate change, and three of them advised that they were 
on extended leave during the time of survey, and therefore, were unable to respond. 
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This left a sample of 39 (a response rate of 35%).  Of these, twenty-four responses 
were received within the first three weeks of the survey. A further fifteen responses 
were received after three weeks of commencing the survey once a reminder e-mail 
was sent. A total response rate of 35% compares favourably to prior related research 
(Deegan & Rankin, 1997; Deegan & Rankin, 1999). Arguably, the number of 
responses received was sufficient for the purpose of analysis, as the responses were 
from those people with knowledge and involvement in this area, hence providing 
valuable contributions.  
6.5.1.1 Non-response bias test 
 
Non-response is the error that occurs when the respondents to an online questionnaire 
have very different attitudes to those who choose not to participate in the survey 
(Madge 2006). According to Gunn (2002, p.5) “Non-response errors are the result of 
not all people in a sample being willing to complete the survey, or failing to finish it”. 
This would be the case here, as respondents participated in the survey because of their 
expertise and interest in the issue of climate change and related corporate issues, and 
consequently, may not be representative of the population.  
 
The problem of non-response error can be tested in two ways, with late respondents 
being used as a proxy for non-respondents (Oppenheim, 1992, Deegan & Rankin, 
1997, Deegan & Rankin, 1999): 
 
1. comparisons were made between early and late respondents using 
demographic information in relation to the category of respondents; and 
2. comparisons were made between the questionnaire answers of early 
respondents to those of late respondents. 
 
If there is no significant difference between early and late respondents, then non-
response is less likely to be of concern. In this research the problem of non-response 
error was tested with late respondents being used as a proxy for non-respondents 
(Oppenheim, 1992; Deegan & Rankin, 1999). There are no guidelines available to 
determine when a respondent is ‘early’ (Deegan & Rankin, 1997; Deegan & Rankin, 
1999). For this study, a respondent was deemed to be ‘early’ if the response was 
received after the initial mail out and ‘late’ if the response was received after the 
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reminder e-mail.  Researchers can use either a Chi-square or Mann-Whitney-U tests, 
depending on the characteristics of the underlying data in the respective question 
responses to determine the non-response bias (Deegan & Rankin, 1997; Deegan & 
Rankin, 1999). This study employed the Mann-Whitney U test and found that there 
was no significant difference in the answers or demographic characteristics between 
early and late respondents. 
 
 
The respondents can be divided into seven broad groups. These groups include: 
accounting professionals, environmental NGOs, environmental consultancies, 
government bodies, institutional investors, researcher organisations/researchers, and 
others (including consumer associations, and media). A dissection of the number of 
responses received per category of stakeholder groups is provided in Table 6.2.  
 
Table 6.2: Details of respondents classified by stakeholder groups 
 
Stakeholder Groups Frequency Percent 
Accounting professional 8 20.5 
Environmental NGO 9 23.1 
Environmental consultancy 3 7.7 
Government body 2 5.1 
Institutional investor 5 12.8 
Research organisations/researchers 9 23.1 
Others (consumer association, media, law 
firm) 3 7.7 
Total 39 100.0 
 
 
 
A full listing of all respondents (including position, and organisations with which they 
are affiliated) is located in the Appendix 3. The Appendix provides detailed 
information about the respondents. Whilst it is somewhat uncommon to provide such 
detail about respondents, because we are developing a ‘best practice’ disclosure index 
on the basis of ‘experts’ views’, the researcher believes it is useful to provide detailed 
information about the background of the respondents. 
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6.5.2 Responses from the experts 
 
The percentage distribution and average score given by all the respondents to the 25 
specific climate change-related corporate governance issues under eight general 
categories are presented in Table 6. 3. 
 
Table 6.3: Aggregated mean responses of all respondents 
GENERAL 
CATEGORIES 
SPECIFIC ISSUES 
N 
Response (%)* 
Mean 
Std. 
Deviation 5 4 3 2 1 
BOARD 
OVERSIGHT 
BDOV1 39 51.3 35.9 10.3 2.6 0.0 4.3846 .78188 
BDOV2 38 31.6 26.3 31.6 7.9 2.6 3.7895 1.09441 
BDOV3 37 64.9 24.3 8.1 2.7 0.0 4.5405 .76720 
SENIOR 
MANAGEMENT 
ENGAGEMENT 
AND 
RESPONSIBILITY 
MNGRES4 39 41.0 33.3 23.1 2.6 0.0 4.1282 .86388 
MNGRES5 39 43.6 35.9 15.4 5.1 0.0 4.0769 1.01007 
MNGRES6 39 17.9 46.2 25.6 7.7 2.6 3.6923 .95018 
MNGRES7 39 41.0 38.5 17.9 2.6 0.0 4.0769 .95655 
MNGRES8 37 35.1 32.4 18.9 10.8 2.7 3.8649 1.10961 
EMISSIONS 
ACCOUNTING 
EMSAC9 39 66.7 23.1 7.7  2.6 0.0 4.5385 .75555 
EMSAC10 39 48.7 35.9 12.8 2.6 0.0 4.3077 .79980 
EMSAC11 39 53.8 28.2 15.4 2.6 0.0 4.3333 .83771 
EMSAC12 39 48.7 28.2 15.4 5.1 0.0 4.2051 .92280 
EMSAC13 38 47.4 34.2 13.2 5.3 0.0 4.2368 .88330 
EMSAC14 39 30.8 33.3 28.2 5.1 2.6 3.8462 1.01407 
EMSAC15 38 28.9 47.4 21.1 2.6 0.0 4.0263 .78798 
EMSAC16 39 28.2 35.9 28.2 7.7 0.0 3.8462 .93298 
RESEARCH AND 
DEVELOPMENT 
RND17 39 33.3 46.2 12.8 5.1 2.6 4.0256 .95936 
RND18 39 20.5 33.3 30.8 12.8 2.6 3.5641 1.04617 
POTENTIAL 
LIABILITY 
REDUCTION 
 
POTLBRD19 39 
 
66.7 
 
23.1 
 
5.1 
 
5.1 
 
0.0 4.5128 .82308 
REPORTING AND 
BENCHMARKING 
REPBEN20 39 23.1 41.0 33.3 2.6 0.0 3.8462 .81235 
REPBEN21 39 38.5 35.9 23.1 2.6 0.0 4.0026 .85208 
CARBON 
PRICING AND 
TRADING 
CRNPRTRD22 39 17.9 43.6 28.2 5.1 5.1 3.6410 1.01274 
CRNPRTRD23 39 17.9 35.9 30.8 10.3 5.1 3.5128 1.07292 
EXTERNAL 
AFFAIRS 
EXAFF24 39 20.5 43.6 23.1 12.8 0.0 3.7179 .94448 
EXAFF25 38 23.1 30.8 30.8 12.8 2.6 3.5897 1.06914 
         
*1= Unimportant; 3= Important; 5= Very important 
 
All twenty-five issues in the climate change-related corporate governance index are 
perceived as important by the experts with no mean less than 3.5. Of the 25 five-point 
scale questions, in most cases (17 out of 25) the standard deviation was smaller than 1 
thereby providing evidence of the fairly equal ranking of the respective questions.  
There was a slight variation in the aggregate responses to specific issues across the 
general categories. Board oversight, senior management engagement, emissions 
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accounting, and potential liability-related issues (mean score ranged from 3.6 to 4.5) 
were relatively more important compared to the issues in the categories related to 
research and development, reporting/benchmarking, carbon pricing and trading, and 
external affairs (mean score ranged from 3.5 to 4.0)27.  
 
Further analysis of the rankings allocated to the various climate change-related 
corporate governance disclosure issues was undertaken, classifying the results under 
each group of experts and providing the respective mean scores to each specific issue 
(Table 6.4). The results reported in Table 6.4 indicate that there was much 
consistency in the responses among the experts groups regarding the issues within the 
index28. It was interesting to see that there appeared to be little difference in the 
rankings provided by the different stakeholder groups.    
 
Table 6.4: Mean responses from respective expert groups 
Mean * 
Specific 
Issues 
Accounting 
Professional Environmental 
NGO 
Environmental 
Consultancy 
Government 
Body 
Institutional 
Investor Research 
Org/Researcher Others 
BDOV1 4.3750 4.5556 4.3333 3.5000 4.6000 4.4444 4.0000 
BDOV2 3.3750 4.1111 4.6667 3.5000 3.8000 3.7500 3.3333 
BDOV3 4.5000 4.5000 4.6667 3.0000 4.0000 4.8889 4.6667 
MNGRES4 4.0000 4.4444 4.0000 4.0000 3.6000 4.2222 4.3333 
MNGRES5 4.1250 4.1111 4.6667 3.0000 3.6000 4.3333 4.0000 
MNGRES6 3.6250 4.1111 3.6667 2.0000 2.8000 4.1111 4.0000 
MNGRES7 3.8750 4.2222 4.3333 3.5000 3.6000 4.5556 3.6667 
MNGRES8 3.5000 4.3750 4.0000 3.0000 4.0000 3.6667 4.0000 
EMSAC9 4.6250 4.5556 4.3333 4.5000 4.2000 4.5556 5.0000 
EMSAC10 4.2500 4.1111 4.3333 4.5000 4.0000 4.6667 4.3333 
EMSAC11 4.5000 4.5556 4.6667 4.0000 3.4000 4.5556 4.0000 
EMSAC12 4.0000 4.4444 4.0000 4.0000 3.6000 4.5556 4.3333 
EMSAC13 4.6250 4.4444 4.3333 3.5000 3.8000 4.1111 4.0000 
EMSAC14 3.8750 4.1111 3.3333 3.0000 3.6000 4.2222 3.3333 
EMSAC15 3.8750 4.3333 3.6667 4.0000 3.8000 4.2222 3.6667 
EMSAC16 3.6250 3.8889 4.0000 4.0000 3.2000 4.3333 3.6667 
RND17 3.5000 4.0000 4.6667 4.0000 3.8000 4.3333 4.3333 
RND18 3.6250 3.8889 2.6667 3.5000 3.0000 3.7778 3.6667 
POTLBRD19 4.6250 4.5556 5.0000 4.5000 4.2000 4.3333 4.6667 
                                                 
27
 Because of the limited sample size, it does not allow for any type of serious statistical analysis to be undertaken. 
However, the survey data was further analysed using non-parametric tests, such as the Kruskal-Wallis one-way 
ANOVA test, to identify whether there was any difference in the relative importance of the respective information 
items. The test indicated no statistically significant differences in the relative importance of the respective 
information items (p=0.462). 
.
 
28A Kruskal-Wallis one-way ANOVA test was performed to determine further if there was a significant difference 
in opinion among the various groups of experts surveyed and found few significant differences. 
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REPBEN20 4.1250 3.7778 3.6667 3.0000 3.6000 4.2222 3.3333 
REPBEN21 4.3750 4.0000 4.3333 3.0000 3.8000 4.4444 3.6667 
CRNPRTRD2
2 3.7500 3.6667 2.6667 3.0000 3.4000 4.0000 4.0000 
CRNPRTRD2
3 3.3750 3.6667 2.6667 3.5000 3.6000 3.8889 3.0000 
EXAFF24 3.7500 3.7778 3.0000 3.5000 3.6000 4.1111 3.3333 
EXAFF25 3.3750 3.8889 3.0000 3.5000 3.2000 3.8889 3.5000 
* 1= Unimportant; 3= Important; 5= Very important  
** significant at p<0.05 
 
In brief, it can be concluded that the expert respondents considered the issues in our 
index to be at least ‘important’ in assessing organisations’ climate change-related 
corporate governance practises. Overall, the results indicate a high level of 
homogeneity among the experts’ opinions regarding each disclosure issues. However, 
to develop a comprehensive disclosure index it is necessary to know whether there are 
any other disclosure issues the experts consider as important to assess organisations 
climate change-related corporate governance practises. 
6.5.3 Discussion of the findings for each category 
 
The respondents were asked to provide additional issues they perceive as important 
disclosures, as well as offer any comments in relation to each category. Consequently, 
any additional important issues cited by two or more respondents has been included in 
the index. In total 20 respondents out of 39 provided suggestions, or made additional 
comments, in the survey. The discussion below examines the data from the open-
ended section of the questionnaire around the eight broad categories to identify 
additional issues suggested by the respondents.  
6.5.3.1 Board Oversight  
 
The first broad category of disclosures related to ‘board oversight’ and consisted of 
three specific issues. There was consensus among the experts that the board-related 
issues are important information to be disclosed by business organisations (as shown 
in Table 6.3 the mean ranged from 3.8 to 4.5). One respondent highlighted that it is 
the board that “should ensure that all potential material climate risks for the 
organisation are being addressed and disclosed” (environmental NGO). Another 
respondent from the environmental NGOs group indicated that: 
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Internally, as we make a transition to a low carbon economy, I would envisage the Board be 
responsible for final decisions relating to the adoption of energy efficiency technologies and green 
energy contracts to replace brown energy off the grid. 
 
The above statement is significant as it indicates that stakeholders are concerned 
about the responsibility of the board in final decision making in relation to taking 
action to mitigate climate change. Prior research also emphasised the role of the board 
in creating strategies against climate change (such as the adoption of energy efficient 
technology) (Cogan, 2006; ACCA, 2007). 
 
Other board-related issues suggested by the respondents 
 
An important board-related issue raised by four respondents was that “the board 
should understand and disclose the potential financial implications of any climate 
change policy affecting the company (for example, any proposed Carbon Pollution 
Reduction Scheme)”. Consequently, this study  incorporated this information item in 
the disclosure index.  
6.5.3.2 Senior Management Engagement and Responsibility 
 
In this category, five senior management-related items were rated. The mean ranged 
from 3.7 to 4.1 out of 5 (see Table 6.3), reflecting the importance of the senior 
management engagement and responsibility in climate change issues and related 
disclosure. As stated by one respondent from the accounting professional group: 
 
The executive should be ensuring that environmental issues are incorporated into business decision 
making. In relation to climate change, this means factoring the costs of any CPRS (Carbon 
Pollution Reduction Scheme) into decision making. 
 
 
Other management-related issues suggested by the respondents 
 
Three respondents, however, took a broader view related to the issue MNGRES8, 
linking the general environmental targets with the management remuneration policy. 
Their views are reflected in the following quote: 
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Please note, even though I believe the executive officers and senior managers’ compensation 
should be linked to the attainment of GHG targets, I believe this should be linked to broader 
environmental targets; otherwise a perverse distortion could occur. 
 
 
Consequently, this study incorporated the information item “the executive officers’ 
and/or senior managers’ compensation is/is not linked to attainment of environmental 
goals” in the index. 
6.5.3.3 Emissions Accounting  
 
The next category, ‘emissions accounting’, consists of 8 specific issues. The mean 
score for this category ranged from 3.8 to 4.5 out of 5 (see Table 6.3), which indicates 
a high level of importance associated with each disclosure issue. Respondents also 
perceived that adopting these policies and disclosing these items of information 
should be transparent. As indicated by one respondent:  
 
 
Offsets’ from projects should be within Australia and be completely transparent so that companies 
cannot buy their way out of emission reductions by purchasing cheap overseas credits. Emission 
reductions from energy savings, shifting to renewables and from halting deforestation ought to be 
transparent. Companies should also disclose their investments in all GHG intense 
activities/projects, for example in my view the meat and livestock industry is not being focused on 
enough at present. (Environmental NGO) 
 
 
While the respondents acknowledged the need for disclosing the amount of GHG 
emissions, they also highlighted that companies need to calculate total emissions 
rather than emissions per tonne of product, or emissions per dollar of sales. One 
respondent highlighted that “energy efficiency may be more appropriate than 
expenditure or investment in renewable energy”.  
 
Other emissions accounting-related issues suggested by the respondents 
 
Two respondents raised the issue of having standards for GHG product-labelling. As 
one of the experts from an environmental NGO stated: 
 
 
It’s important that in any product information provided there is a standard form of communication 
which is accredited, otherwise this risks confusing consumers. Also, GHG emissions shouldn’t be 
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the sole lens through which product choice is evaluated. Other environmental impacts are just as, if 
not more, important in some products, and ignoring them can lead to perverse outcomes. 
 
 
Therefore, another issue was added in the disclosure index, this being: “an 
organisation has an accredited labelling standard for providing information about the 
environmental impacts of the products.” 
6.5.3.4 Research and Development  
 
All the issues under this category are considered as at least important rated from 3.6 
to 4.0 (see Table 6.3). According to one of the respondents from the accounting 
professional group “R&D is becoming a real opportunity for companies’ long term 
sustainability”. However, another respondent argued that “it is the actual investment 
in and implementation of successful new low emissions technology” that should be 
counted. In this regard, government also need to play a role, which is illustrated by 
one of the respondents from environmental consultancy: 
 
I believe that if an organisation’s core competency lies outside the area of climate change and 
GHG mitigation, then it is reasonable for that organisation to not have a policy for investment in 
clean technology. This is the role of government to provide R&D incentives for businesses to 
investment in clean technologies. However, for an institutional investor, I rate this as very 
important, given that it is ultimately responsible for directing the flow of capital from carbon-
heavy to carbon-light assets and services.  
6.5.3.5 Potential Liability Reduction 
 
Respondents rated the issue of pursuing ‘strategies to minimise exposure to potential 
regulatory risks and/or physical threats to assets relating to climate change’ as very 
important (mean 4.5). As companies are moving towards an emerging regulatory 
economy, it would put companies at risk not to take action now. This view was 
reflected in the following statement: 
 
 
Some companies are placing themselves at risk in the longer term by their lack of action today 
when it may be argued in the future that there was adequate evidence that action was required 
despite ongoing uncertainties (we will never have perfect knowledge, but this does not deny the 
need for prudency and flexibility). Liabilities may relate to failure to prepare for changed 
environmental conditions, changed energy futures, or the allowance of the dominance of 
ideologically-based and vested interests over more responsive, community-relevant action. 
(Climate change consultant) 
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Other liability-related issues suggested by the respondents 
 
A new issue was highlighted by the respondents related to ‘legal liability’. This issue 
was mentioned by three of the respondents. As indicated by one of the respondents 
from the environmental NGO: 
 
Climate risk is due to both the direct impacts of a changing climate as well as regulatory risks due 
to the inevitable imposition of carbon pricing. In addition there are legal liability risks which have 
not yet been realised but will be in the future as the scientific relationship between emissions and 
climate impacts becomes clearer. 
 
Another respondent stated that:  
 
Legal liability should be minimised which includes the possibility of litigation being brought 
against a company for its impact on climate change (climate change consultant).  
 
Therefore, the issue “an organisation pursues strategies to minimise the possibility of 
litigation being brought against for its impact on climate change” was added in the 
index. 
6.5.3.6 Reporting/Benchmarking  
 
This category consists of two issues, rated as 3.8 and 4.0 (see Table 6.3), thus 
considered as important. One respondent argued that reporting guidelines such as the 
GHG Protocol and Australian National Greenhouse and Energy Reporting (NGERS) 
Act are more important for companies rather than the GRI, whereas others argued that 
mandatory reporting should be triggered for the large GHG emitters.  
 
Other benchmarking-related issues suggested by the respondents 
 
An important concern arising from the comments of the experts is that benchmarking 
should come from the industry association and should evolve overtime. As one 
respondent stated: 
 
 
This should be the role of an industry association to undertake international benchmarking 
activities on behalf of the sector. Sector or industry benchmarking should evolve over time. 
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Possible funding by Commonwealth for industries that are comprised primarily of SMEs” 
(Environmental Consultancy).  
 
Consequently this study included a new disclosure issue about industry benchmarking 
in the index, that is, “an organisation employs industry benchmarking standards (if 
any) for reducing GHG emissions.” 
6.5.3.7 Carbon Pricing and Trading 
 
The mean score of two issues under this category ranged between 3.5 and 3.6 (see 
Table 6.3). One of the respondents argued that having a carbon trading policy is not 
enough, therefore “it is important that the organisation understands and applies 
trading practices” (Accounting professional). Respondents also perceived that 
companies can play a role to shape future government positions on this issue, thereby 
creating possible opportunities.  
 
 
Carbon trading is but one of many mechanisms that will be required to change emissions profiles 
globally and nationally. To concentrate on the trading scheme alone would be a big mistake. 
Intervention will emphasise energy efficiency, alternative energy sources, or behavioural change. 
All of these offer opportunities for companies if they are forward thinking, and threats if they are 
not. In some cases, these options are not in the control of the company but they can play a part in 
the formulation of government positions on change. (Climate change consultant) 
6.5.3.8 External Affairs 
 
The two issues under this category were rated between 3.5 and 3.7 (see Table 6.3). 
Although rated as important, respondents generally considered that whilst these issues 
are important, they are not easy for the companies because of a lack of proper 
guidance. As argued by one of the respondents: 
 
 
These are noble things but when stated in company reports are usually shallow/lip service. It is 
very difficult to provide clear guidance on how a company can or should report on these things. 
For an organisation with a retail interface undertaking issue 25 (i.e. An organisation has a policy to 
promote climate friendly behavior within the community by raising awareness through 
environmental sustainability education) it would be reasonably easy (e.g. Woolworths) but for 
someone without this interface (e.g. Cochclear) any stakeholder awareness raising activity is 
almost “philanthropic”... i.e. it’s not directly adding value to the company’s brand. (Env. 
Consultancy) 
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Other external affairs-related issues suggested by the respondents 
 
One additional issue emerged from the comments of the three respondents this 
relating to reporting about political lobbying on climate change (to ensure 
transparency). 
 
 
Positive contributions by business to public policy development is critical, but businesses never 
report on the full scope and nature of their lobbying activities (and membership in industry groups 
that do serious lobbying). When they do report, it is usually a hopelessly skewed version. Every 
business says that they “support collaborative solutions”, but in practice this is a vacuous claim, 
devoid of any real content. (Environmental NGO)  
 
Its policy position needs to be consistent with its political lobbying. Many organisations can make 
a public statement about their collaboration to support solutions, however, their political lobbying 
is contrary to this. So a statement about their political lobbying may be beneficial. (Environmental 
NGO) 
 
Therefore, the disclosure index added an additional issue, this being “an organisation 
should disclose information about its climate change-related political lobbying to 
ensure transparency”.  
6.5.3.9 Additional comments 
 
Respondents were invited to make any other comments at the end of the 
questionnaire. A number of other factors were raised from their comments including: 
entities’ nature and size, GHG intensity, material exposure to climate change risk and 
leadership. Typical here was one respondent from the institutional investor group who 
perceived that the importance of disclosure of the issues “depends on the materiality 
of the issue to the business; for industrials and other large emitters it is a material 
issue and requires high level governance; for a software company it may not.” This 
comment is consistent with the statement made by Carbon Disclosure Project (2007) 
that “the level of (emissions) data was highly correlated with the type and level of 
exposure to carbon and other climate change risks” (p. 64). 
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A similar view came from another participant from a government body who noted 
that:  
 
The answer to many of these questions is critically dependent on the size of the organisation and 
the GHG intensity. For smaller companies with a low GHG intensity there is not a need for 
significant investment in the climate change space. For a large very GHG intensity the situation is 
very different. 
 
A similar view was voiced in the following comment of a respondent from the 
accounting professional group: 
 
 
We are too early in the Climate Change debate to assess many of these issues – what is important 
is that companies do these things and whether the disclosure is important will be determined by the 
industry in which they operate and whether they are liable or impacted under any CPRS (Carbon 
Pollution Reduction Scheme) i.e. is it relevant for David Jones – no , One Steel – yes. 
 
 
The comments of the respondents suggest that climate change-related risks vary 
considerably across sectors. According to the respondents, the index would be 
relevant for the large companies with a high GHG intensity, whereas for smaller less 
emissions-intensive companies it is less relevant. Therefore, for energy or emission 
intensive sectors it would be expected to find a significant amount of disclosure. This 
finding is consistent with prior literature where Freedman and Jaggi (2005) found 
firm size to be positively associated with the extent of pollution disclosure.  
Another important issue raised by the respondents was that “climate leadership within 
businesses should be strongly encouraged” (Institutional investor). The issue of 
‘leadership’ is predicted to exert major influence on the future of business 
organisations. As highlighted by one of the respondents:  
 
 
Leadership is urgently needed, leadership that is strategic in nature, reflects broader economic, 
social and environmental goals than those of the next quarter and those specifically related to the 
business. This will not come from governments and must come from forward thinking and socially 
responsible governance within the private sector. This demands a new breed of governance 
leadership that throws aside the narrow, short-term, dogmatic and ideologically-driven 
performance for a more reflective and forward thinking approach. There are good signs that the 
newer generation of corporate leaders are more in this mould than their predecessors. (Climate 
change consultant) 
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6.5.4 The final version of the disclosure index 
 
Reviewing the suggestions and comments made by the experts, six additional issues 
have been found that should be incorporated in a comprehensive climate change-
related corporate governance disclosure index. Table 6.5 represents the revised and 
final version of the disclosure index, including the additional issues (presented in 
bold) raised by the respondents.  
 
Table 6.5: Revised index of climate change-related corporate governance 
disclosures 
General 
Categories 
Specific Issues 
BOARD 
OVERSIGHT 
1) An organisation has a board committee with explicit oversight responsibility for 
environmental affairs.  
2) An organisation has a specific board committee for climate change and greenhouse gas 
(GHG) affairs.  
3) The Board conducts periodic reviews of climate change performance. 
4) The board should understand and disclose the potential financial implications of 
any climate change policy affecting the organisation. 
SENIOR 
MANAGEMENT 
ENGAGEMENT 
AND 
RESPONSIBILITY 
  
5) The Chairman/CEO articulates the organisation’s views on the issue of climate change 
through publicly available documents such as annual reports, sustainability reports, and 
websites. 
6) An organisation has an executive risk management team, dealing specifically with GHG 
issues.  
7) Some senior executives have specific responsibility for relationships with government, the 
media and the community with a specific focus on climate change issues. 
8) An organisation has a performance assessment tool to identify current gaps in greenhouse 
gas management. 
9) The executive officers’ and/or senior managers’ compensation is/is not linked to 
attainment of environmental goals. 
10) The executive officers’ and/or senior managers’ compensation is linked to attainment of 
GHG targets. 
EMISSIONS 
ACCOUNTING 
  
11) An organisation conducts an annual inventory of total direct/indirect GHG emissions from 
operations. 
12) An organisation calculates GHG emissions savings and offsets from it’s projects  
13) An organisation has set an emissions baseline year by which to estimate future GHG 
emissions trends. 
14) An organisation sets absolute GHG emission reduction targets for facilities and products. 
15) An organisation has third party verification processes for GHG emissions data. 
16) An organisation has a specific policy to purchase and/or develop renewable energy 
sources.  
17) An organisation has specific requirements for suppliers to reduce greenhouse gas 
emissions associated with their operations.  
18) An organisation has a policy of providing product information including emissions 
reduction information to the customers through product labelling. 
19. An organisation has an accredited labelling standard for providing information 
about the environmental impacts of the products. 
RESEARCH AND 
DEVELOPMENT  
20) An organisation has a specific policy to develop energy efficiency by utilising/acquiring 
low-emission technologies.  
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21) An organisation has a policy of investment to accelerate the research and development of 
low-emissions technologies and support energy efficient projects. 
POTENTIAL 
LIABILITY 
REDUCTION 
22) An organisation pursues strategies to minimise exposure to potential regulatory risks 
and/or physical threats to assets relating to climate change. 
23. An organisation pursues strategies to minimise the possibility of litigation being 
brought against for its impact on climate change. 
REPORTING/ 
BENCHMARKING 
24) An organisation has specific frameworks to benchmark its greenhouse gas emissions 
against other companies and competitors.  
25. An organisation employs its industry benchmarking standards (if any)  of 
reducing GHG emissions. 
26) An organisation has a policy of compliance with Global Reporting Initiatives (GRI) 
Guidelines or a comparable Triple Bottom Line format (e.g. GHG Protocol) to report its 
greenhouse gas emissions and trends.  
CARBON 
PRICING AND 
TRADING 
27) An organisation has a policy for trading in regional and/or international emission trading 
schemes. 
28) An organisation has a policy to assist government and other stakeholders on the design of 
effective climate change policies such as carbon pricing and/or National Emission Trading 
Scheme. 
EXTERNAL 
AFFAIRS 
29) An organisation has a public policy to support collaborative solutions (e.g. work with the 
government and other organisations in voluntary emission reduction projects) for climate 
change.  
30) An organisation has a policy to promote climate friendly behavior within the community 
by raising awareness through environmental sustainability education.   
31) An organisation should disclose information about its climate change-related 
political lobbying to ensure transparency. 
 
 
It can be argued that this expertly validated index of climate change-related corporate 
governance issues is the most comprehensive index yet developed in relation to 
climate change-related issues. Therefore, according to the experts, firms should 
address these issues and disclose related information to assist in the assessment of 
associated risks such as regulatory, physical, and business risks, and to respond to 
stakeholder requirements. The research findings also offer some contingent factors in 
the adoption of the new index and organisational behaviours required for its 
successful implementation. That is, while this index has potentially wide spread 
applications, it largely depends upon firm size, and the nature of their activities. The 
implementation of the index also requires a strong leadership role from the CEO and 
Board of Directors of large corporations. As highlighted by one of the respondents: 
 
The response to these questions and success of these disclosure issues does depend on the size of 
the corporation. Large corporations should have in-house capacity to do all of these things and it is 
very important that they do. It is unrealistic, however, to expect that small to medium sized 
corporations will be in the same position. In this regard the CEO and board of directors of the 
larger corporations can show leadership by demonstrating what good practise is. (Climate change 
consultant) 
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6.6 Chapter conclusion 
 
The current research investigates what different groups of stakeholders perceive that 
companies should disclose in relation to climate change-related corporate governance 
practices. This stage of the broader study attempts to provide a ‘best practice’ 
disclosure index for the business organisations. Drawing from existing climate change 
guidance documents, and content analysis of leading Australian companies’ 
disclosure practises, and extant research, a disclosure index was developed in stage 
one culminating in 25 specific issues under eight general categories. In this stage the 
researcher conducted an online survey to explore experts’ opinions as to the 
importance and relevance of the identified issues. All 25 issues received mean scores 
between 3.5 and 4.5 showing that the climate change-related experts considered 
disclosure of the each issue in the index important to assess organisations’ climate 
change-related corporate governance practises. This perhaps was not surprising given 
that the disclosure index was initially developed by referring to a number of 
documents identifying perceived best practice climate change-related corporate 
governance practices, with these documents being developed by organisations that 
had expertise within the area. The results of the survey indicated a high degree of 
homogeneity among the expert groups in relation to the relative importance of each 
issue. Finally, the study revised the initial climate change-related corporate 
governance disclosure index developed in stage one, based on the feedback received 
from experts and proposed a new disclosure index incorporating the additional issues 
recommended by the experts (Table 6.5). The inclusion of the additional six issues 
leads to the index comprising 31 issues under eight general categories. The researcher 
believes that the index, and the process of its development, offers researchers a 
comprehensive framework for developing a best practice disclosure index through 
content analysis and expert validation.  
 
 
As this study utilised the perceptions of climate change experts within different 
stakeholder groups, business organisations now have a basis for understanding 
stakeholder demand and expectations regarding climate change-related corporate 
governance disclosures. This new, expertly validated index provides business 
organisations a framework by which to operationalise their climate change-related 
corporate governance practises against best practice. Organisations that score more 
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highly using this index (the maximum possible score being 31) would be considered 
to be providing relatively higher ‘quality’ disclosures. Thus interested parties would 
be able to better assess how organisations are dealing with climate change compare to 
organisations that provide fewer disclosures.  
 
 
While this stage has contributed to the research seeking to develop a best practice 
disclosure index for the business organisations, as indicated by the respondents it is 
more likely to be applied to the industries with large firms and high GHG intensity, 
that is, to those industries that are expected to be mostly affected by the impact of 
climate change.  In addition, such an index offers a way of mitigating, or at least 
demonstrating that management have considered the risks and uncertainties associated 
with climate change. Therefore, output of this stage of the research offers important 
insights for the managers about what should be addressed in an effective climate 
change-related corporate governance disclosure framework.  
 
 
The findings of this stage are expected to provide an important focus for future policy 
formulation and direction in climate change-related issues, and serve as guidance for 
corporate managers. Because of the growing significance of climate change, the 
disclosure index would also be of relevance to organisations seeking to evaluate or 
assess corporate disclosures – for example, organisations such as the Association of 
Chartered Certified Accountants (ACCA) who have an annual Australian 
Sustainability Reporting Award (the ACCA award also is operated in a number of 
other countries). 
 
 
Given the research findings in stage two, coupled with that of stage one which showed 
the low level of disclosure in relation to climate change-related corporate governance 
practices, it could be argued that the current information provided by the companies 
fall short of what can be considered as the ‘best practice’ disclosure index. 
Consequently, the third and final stage of this study (Chapter 7) investigates the 
reasons for the lack of information in relation to climate change-related corporate 
governance practices.  
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Chapter Seven: An Explanation of the Lack of Climate 
Change-related Corporate Governance Disclosures by 
Australian Companies 
 
 
 
7.1 Introduction 
 
As discussed in Chapter 5, the results from stage-one of this study found that although 
there was an increasing disclosure trend over the period of analysis (from 1992 to 
2007), there was minimal reporting by major Australian companies in relation to 
climate change-related corporate governance practices. The results lead to the 
following question: is this lack of climate change-related corporate governance 
disclosure a matter of concern? If nobody actually sought or used information about a 
company’s climate change-related corporate governance practices, then perhaps not 
(although from a sustainability perspective it might be of concern that people did not 
demand such information). With this issue in mind stage two investigated whether and 
what information various groups in society demand in relation to climate change-
related corporate governance practices. The climate change-related corporate 
governance disclosure index developed in stage two is considered as a ‘best practice’ 
disclosure index that represents an ideal disclosure situation that could be embraced 
by companies. The basis of the disclosures is that in assessing the future risks and 
opportunities that climate change poses to an organisation it is necessary to know the 
governance policies that have been put in place to address climate change. 
 
Taken together, the results of the previous two stages of this study indicate that 
Australian companies’ climate change-related corporate governance disclosure 
practices fall well short of what might be considered to represent the ideal situation29 
Therefore, the aim of the third and final stage of this study is to investigate the reasons 
for the low level of climate change-related corporate governance disclosures by 
Australian companies. To achieve this research objective, in stage three of the 
                                                 
29
 In stage one, the annual and sustainability reports had been reviewed based on 25 specific climate change-related 
corporate governance issues, whereas stage two identified 6 additional issues suggested by the survey participants. 
However, a further review of the annual and sustainability reports of the sample companies for the year 2007 
found no evidence of corporate disclosure in respect to these additional six disclosure items. 
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research the researcher conducted in-depth interviews with senior executives of some 
Australian companies.  
 
This chapter will progress as follows. The next section will consider the potential 
reasons for the low level of climate change-related corporate governance disclosures. 
In explaining why disclosures seem to be lower than the best practice disclosures (as 
determined in stage two of the research) reference will be made to the notion of an 
expectations gap, the costs and benefits associated with reporting, the notion of 
accountability, and the concept of stakeholder power as outlined in the social and 
environmental accounting literature. The research method employed will then be 
described before presenting the results of the study. The chapter concludes by 
providing a discussion of the implications of the research. 
7.2. Possible explanations for the lack of climate change-related 
corporate governance disclosures 
 
Comparing the previous two stages (Chapter 5 and 6) this study identified a lack of 
climate change-related corporate governance disclosures relative to the best practice 
disclosures recommended by the sample of expert users. This section discusses the 
possible reasons for such a lack of disclosure. While not all-inclusive, this will serve 
as a starting point for explaining the low level of corporate disclosures. 
7.2.1 The notion of expectations gap 
 
Research into the existence of an expectations gap began in 1970s. From an 
accounting perspective, Liggio (1974) first defined an expectations gap as ‘a factor of 
levels of expected performance as envisioned both by the independent accountant and 
by the user of financial statements’ (p. 27). Deegan and Rankin (1999) used the term 
‘expectations gap’ to explain ‘the situation whereby a difference in expectations exists 
between a group with a certain expertise, and a group which relies upon that 
expertise’ (p. 316). Apart from the accounting literature, the notion of an expectations 
gap has also been used in other research areas, such as to explore the perceptions of 
the information systems industry in relation to the academic preparation of graduates 
(Trauth, Farwell & Lee, 1993), difference in expectations of advertising agencies and 
their clients in relation to campaign values (Murphy and Maynard, 1996), and 
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variations in performance standards across demographic groups due to different 
proficiency standards (Reed, 2009).  
 
Extant research in the accounting literature regarding expectations gap falls into two 
categories: one being the audit expectations gap and the other being an expectations 
gap relating to financial statements (Higson, 2003). The audit expectations gap 
literature has investigated differing perceptions between auditors’ understanding of 
their function, and public expectations of the audit process (Porter, 1993; Humphrey, 
Moizer & Turley,1993; Monroe and Woodliff, 1993; Epstein and Geiger, 1994; Koh 
and Woo, 2001; Dewing and Russell, 2002; Adams and Evans, 2004). Research 
concerning the existence of an audit expectations gap can be classified into three 
categories: differences in perceptions between auditors and financial statement users 
regarding what auditors’ should do (Lowe and Pany, 1993; Monroe and Woodliff, 
1993; Porter, 1993; Epstein and Geiger, 1994); differences in perceptions between 
auditors and financial statement users regarding what auditors’ are able to accomplish 
(Libby, 1979; Bailey, 1981; Nair and Rittenberg, 1987; Porter, 1993); and differences 
in the actual knowledge levels of both auditors and financial statement users regarding 
the audit situation (Hatherly, Innes & Brown, 1992; Porter, 1993). The objectives of 
these studies was to set out in more detail the auditors’ work and responsibilities, and 
thus help tackle the audit expectations gap (Higson, 2003). 
 
Previous studies investigating the expectations gap relating to financial statements 
described the difference between the expectations of users and preparers of financial 
reports (AAA, 1990; Accountancy, 1993: 1; ASCPA and ICAA, 1994; Deegan and 
Rankin, 1999; the Financial Reporting Commission, 1992: 53; Liggio, 1974; Stacy, 
1987: 94; Independent Audit Limited, 2006). For example, the Australian Society of 
Certified Practising Accountants and the Institute of Chartered Accountants (ASCPA 
and ICAA) (1994) considered the term expectations gap to describe the difference 
between the expectations of financial report users and the accounting profession with 
respect to the perceived quality of financial reporting and auditing services. Another 
report provided by Independent Audit Limited and the ACCA found that there is a 
substantial expectations gap between the financial information provided by companies 
and the information sought by users and interested parties (Independent Audit 
Limited, 2006). 
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However, compared to the recognition given to the financial statement expectations 
gap, the possibility of a non-financial statements expectations gap has almost been 
ignored. A notable exception was the research undertaken by Deegan and Rankin 
(1999) who found the existence of an expectations gap between the users and 
preparers of annual reports in relation to corporate environmental information. They 
observed that an expectation gap existed between the users and preparers of annual 
reports where users perceived environmental information to be more important 
relative to the preparers’ perspective of its importance to report users’ decision 
making processes. Deegan and Rankin (1999) argued that an expectations gap is 
considered to exist when there is a difference between the expectations users have in 
relation to corporate environmental information and the expectations preparers believe 
users have in regard to that information. 
 
The climate change-related corporate governance ‘best practice’ disclosure index 
developed in stage two of this research consists of information items that are 
considered as important by an expert group of users for their various decision making 
requirements. As was showed in stage two, despite the differences in the backgrounds 
of the various respondents, there was a high degree of consistency in the perceptions 
of the various experts in relation to the relevance of particular items of information. 
The information demands of these stakeholders might be reflective of broader 
information demands within the community (albeit, it is to be expected that the 
demands of the expert user group would exceed the demands of the ‘average’ member 
of the community in general). One reason why corporate managers might disclose less 
information than that considered important by stakeholders is that perhaps corporate 
managers are unaware of the perceived importance of the information items. 
Consistent with the notion of an expectations gap, there may be a gap between the 
expectations stakeholders have with regard to the importance of climate change-
related corporate governance information and the expectations corporate managers 
believe stakeholders have in relation to that information. The existence of an 
expectations gap might explain, at least in part, why climate change-related corporate 
governance disclosures are low. This discussion leads to the following proposition: 
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P1:  A low level of climate change-related corporate governance disclosures by the 
sample companies is due to managers’ perceptions that various stakeholder 
groups do not demand such information. 
 
In explaining companies’ decision to disclose or not to disclose information Deegan 
and Rankin (1999) argued that an important consideration in the companies’ ‘decision 
to disclose environmental information within the annual report is the cost of gathering 
and presenting such information, when compared to the perceived benefits of doing 
so’ (p. 320). In the absence of any regulatory requirements in relation to climate 
change-related corporate governance disclosure practices, companies’ decision to 
disclose or not to disclose information might depend on the perceived costs and 
benefits of doing so. This leads us to the following discussion. 
7.2.2 Cost-benefit analysis 
 
Corporate environmental information tends to be provided free of charge to the users 
of such information, with companies bearing the full cost of disclosure (Solomon, 
2000; Solomon, 2010). The insights from previous studies on cost-benefit analysis 
indicated that information costs influence the levels of corporate disclosure (Chandra 
and Greenball, 1977; Gray and Roberts, 1989; Entwistle, 1997). Gray, Radebaugh and 
Robert (1990, p. 617) found that voluntary disclosures depend largely upon the 
‘outcome of an assessment of the economic consequences of the proposed’ disclosure 
items. Adams (2002) argued that the perceptions of companies about the benefits of 
reporting influence the extent and nature of corporate social reporting. Thus, the 
decision to provide information to the users would depend on determining the costs 
and benefits associated with such reporting. 
 
There is currently no nationally consistent approach or regulatory requirement for 
reporting of climate change-related corporate governance information in Australia. 
Higher levels of climate change-related data integrity and accuracy increase the 
reporting costs for individual entities (Department of Climate Change, 2009). There 
might be also a commercial impact of potential energy consumption and production 
which suggests a cost associated with disclosure of energy emissions that 
subsequently leads to commercial disadvantage (EPA Victoria, 2006). A high level of 
data accuracy is also required. 
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Other costs could include the possibility that various stakeholders will use information 
provided by the company to take actions, including legal actions, against the company 
due to the perceived shortcomings in its environmental performance (Deegan and 
Rankin, 1999). There might also be some potential reputation cost from negative press 
such as costs associated with countering any negative publicity as a result of 
disclosure (EPA Victoria, 2006). 
 
The benefits to business of disclosing climate change-related information may include 
an improvement in the management of the organisation’s processes, and greater 
regulatory certainty (Deegan and Rankin, 1999; EPA Victoria, 2006). In addition, 
providing information helps to build credibility and trust within the community, along 
with increased investor support for the companies i.e. boosting ‘good reputation’ 
among investors ((EPA Victoria, 2006; Solomon, 2010). 
 
Comparing the perceived costs and benefits associated with reporting is an important 
exercise for company managers. Therefore, deciding not to disclose particular 
information might be deemed by managers to be optimal in terms of enhancing the 
value of the company. In the current research context, perhaps cost-benefit 
assessments associated with reporting influences companies’ decisions about what 
climate change-related corporate governance information should be disclosed, or not 
disclosed. This discussion leads to the following proposition: 
 
P2:  A low level of climate change-related corporate governance disclosures by the 
sample companies is due to a perception by corporate managers that the costs 
associated with making such disclosures exceeds the related benefits. 
 
The cost-benefit rationale discussed above is consistent with a view embraced within  
positive accounting theory perspective (Watts and Zimmerman, 1978; Cormier and 
Magnan, 1999; Hope, 2003) where managers are portrayed as rational actors who 
calculate the net benefits of voluntary disclosure in order to decide whether to report 
or not. This idea of assessing costs and benefits of disclosure is counter to the notion 
of accountability which by contrast emphasises “the duty to provide an account or 
reckoning of those actions for which one is held responsible: (Gray et al., 1996a, p. 
38). This leads us to the following discussion. 
 151
7.2.3 The notion of Accountability 
 
Gray et al. (1991) applied the notion of accountability to corporate social reporting 
and argue that the role of corporate social reporting is to inform society about the 
extent to which the organisation meets the responsibilities imposed upon it. The 
notion of accountability explains that the provision of voluntary reporting has net 
benefits in that stakeholders’ information needs are met and accountability 
requirements are discharged. Corporate social reporting is therefore assumed to be 
responsibility-driven rather than demand or survival-driven which implies that people 
in society have a right to be informed about certain aspects of an organisation’s 
operations (Deegan, 2009).  
 
Deegan (2009) suggests that the rights to information grounded in an accountability 
perspective as outlined by Gray et al. (1991; 1996a) is consistent with the normative 
branch of stakeholder theory. Based on ethical principles, normative stakeholder 
theory focuses on how managers should act. This approach provides the moral basis 
for stakeholder theory by stating, “Do (Don’t do) this because it is the right (wrong) 
thing to do” (Donaldson and Preston, 1995, p.72). Normative stakeholder theory 
investigates whether managers should meet the demands of the stakeholders other 
than shareholders and, if so, on what grounds these various stakeholders have claims 
over the firm (Margolis and Walsh, 2003). It attempts to lay the ethical foundation for 
the suggestion that an organisation has an obligation to recognise the demands of all 
stakeholders. 
 
Given that management is ultimately responsible for their companies’ contribution to 
global climate change, and therefore implicitly accountable for implementing climate 
change-related corporate governance practices, the accountability perspective would 
argue that companies should account for their actions or inactions in some form of 
report provided to the stakeholders. However, the current climate change-related 
corporate governance reporting practices made by Australian companies (stage one) 
offers little evidence to demonstrate such a normative duty towards stakeholders. 
Therefore, perhaps one reason for the relatively low level of disclosure is that 
managers consider they have limited accountability in relation to the governance 
policies they have in place to address climate change. This discussion leads to the 
following proposition: 
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P3:  A low level of climate change-related corporate governance disclosures by the 
sample companies is due to a perception by corporate managers that they have 
limited accountability (obligations or duties to report) in respect of this facet of 
their operations. 
 
While the normative branch of stakeholder theory (on which the notion of 
‘accountability’ is based) emphasises that all stakeholders have the right to be treated 
fairly by an organisation, it does not consider issues of stakeholder power (Deegan, 
2009). A counter view is that organisations will respond to the expectations of those 
stakeholders with the most power over the organisation (Deegan and Blomquist, 
2006; Deegan, 2009). These stakeholder groups with power control resources 
necessary to the organisation’s operations and would potentially withdraw support 
from the organisation if particular social responsibilities that they considered to be 
important were not addressed (Freeman, 1984; Ullmann, 1985; Deegan and 
Blomquist, 2006). This leads to the following discussion. 
 
7.2.4 Stakeholder power 
 
The notion of stakeholder power comes from the managerial branch of stakeholder 
theory which predicts that management is more likely to focus on meeting the 
expectations of powerful stakeholders who have the greatest potential to influence 
organisations’ ability to generate maximum financial returns. The power of a 
particular stakeholder to influence corporate management depends on the extent that 
the stakeholder has control over the resources required by the organisation (Ullmann, 
1985; Mitchell et al, 1997). Organisations will respond to those stakeholders who are 
considered as powerful (Buhr, 2002; Baily et al, 2000). A successful organisation is 
therefore considered to be one that satisfies the needs of the various powerful 
stakeholder groups (Islam and Deegan, 2008). With this perspective in mind, if 
managers perceive particular stakeholders to be both powerful and to be demanding 
information about the policies and procedures that the company has in place to 
address climate change then it would disclose information to conform to such 
demands. This discussion leads to the following proposition: 
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P4:  A low level of climate change-related corporate governance disclosures by the 
sample companies is due to a perception by corporate managers that those 
stakeholders considered as powerful in influencing the operations of the entity 
do not demand or seek such disclosures. 
 
Another related theoretical perspective, overlapping with stakeholder theory, is 
institutional theory which posits that organisational structures and practices are 
shaped by pressures from stakeholders who expect to see particular practices in place. 
Institutional theory has been used to explain why there is often a degree of 
correspondence between the institutional practices used within different organisations. 
According to DiMaggio and Powell (1983), the greater the dependence of an 
organisation on another organisation, the more similar it will become to that 
organisation in structure, climate, and behavioural focus. Such a process is referred to 
as coercive isomorphism. 
 
Coercive isomorphism is closely associated with the managerial branch of stakeholder 
theory (Deegan, 2009). It is more related to the concept of power, as it arises where 
organisations change their institutional practices because of pressure from those 
stakeholders upon which organisations are dependent (DiMaggio and Powell, 1983). 
The company is therefore coerced by its powerful stakeholders into adopting 
particular voluntary reporting practices. The apparent adoption of such practices is 
deemed to provide an organisation with a level of legitimacy that would not otherwise 
be available if it was to deviate from ‘accepted’ organisational forms or policies 
(DiMaggio and Powell, 1983). 
 
From the above discussion it is argued that what is important is the power that a 
stakeholder has over the organisation and its objectives. How much power the 
stakeholder can exert will reflect the extent to which the organisation relies on the 
stakeholder, and the extent the stakeholder can disrupt and cause uncertainty in 
organisations operations. Meeting the powerful stakeholders’ expectations will help 
ensure them the scarce and essential resources necessary to the achievement of the 
objectives. Therefore, how organisations operate and report will be influenced and 
shaped by the powerful stakeholders’ expectations for particular practices, including 
disclosure practices (Dowling and Pfeffer, 1975; Gray et al. 1995a; Deegan, 2009). 
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However, in the current research context, there is a lack of climate change-related 
corporate governance disclosures. Therefore, perhaps one of the reasons for the lack 
of disclosure is that stakeholders’ power is not perceived to be great enough to 
motivate the companies to report, or those with power do not want the information. 
This is reflected in P4 provided above. 
 
To sum up, this section has provided a number of potential reasons why companies’ 
disclosure levels are low in relation to climate change-related governance practices. 
Rather than assuming that there is a single reason for a lack of disclosure it is 
proposed that there is perhaps a range of reasons to explain the lack of disclosure. 
These potential reasons were linked to a potential expectations gap, the cost-benefit 
rationale, the notion of accountability, and the concept of stakeholder power. This 
study attempts to consider these potential explanations by interviewing corporate 
managers across a number of companies.  
7.3 Research Method 
 
The aim of this stage of the study is to investigate the reasons for the lack of 
disclosures in relation to climate change-related corporate governance practices. To 
achieve this objective, this study provides qualitative data from in-depth interviews 
that investigate the perceptions of corporate managers. The four propositions derived 
from the literature review and theoretical perspectives were used to frame the 
interview guide, influenced the structure of data collection, and data analysis 
(Creswell, 1998). Before discussing the interview guide as well as the data collection 
and analysis, the next section provides justification for the qualitative research 
approach applied in this research.  
 
7.3.1 Justification of qualitative research 
 
 
Qualitative research provides us with insights into the meanings participants attribute 
to events and the identification of ways participants make sense of the phenomenon 
under investigation (Patton, 2002; Yin, 2003; Copper and Schindler, 2006; Miles and 
Huberman; 1994). Patton (2002, p. 17) refers to the ‘power of qualitative data’ in its 
ability to go beyond mere numbers and yield rich insights. A hallmark of qualitative 
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analysis is its ‘thick description’, which in turn is ‘balanced by analysis and 
interpretation’ (Patton 2002, p. 503). If we want to know how important climate 
change-related corporate governance information is to stakeholders, then we can ask 
them using a rating scale, often used to capture subjective opinions about estimates of 
magnitude (Patton, 2002). But if we want to know about managerial motivations to 
disclose or not to disclose climate change-related corporate governance information, 
then we need to ask questions, hear stories and understand their experiences (Patton, 
2002). Quantitative data, therefore, would not adequately provide the basis for finding 
out the rationale for current low level of disclosures, thus necessitating a qualitative 
research approach. A qualitative approach can also help to ensure that high quality 
data are acquired from a relatively small sample, thus managing the issues of 
sensitivity and participant confidence (Patton, 2002; Yin, 2003; Miles and Huberman 
(1994). Consequently, a qualitative research approach was considered to be most 
appropriate for the purposes of this stage of the study.  
7.3.2 Interviews 
 
There are three main sources of data collection in qualitative research inclusive of in-
depth interviews, direct observation, and written documents (Patton, 2002; Yin, 
2003). Among these, the primary data collection technique for gathering data in 
qualitative research is in-depth interviews, where the researcher seeks to obtain a 
deeper understanding of the topic (Denzin and Lincoln, 2000; Copper and Schindler, 
2006). In-depth interviews is an appropriate method when it is necessary to 
understand the constructs that the interviewees use as a basis for their opinions and 
beliefs, and when it aims at developing an understanding of the interviewees’ world 
(Easterby-Smith, Thorpe and Lowe, 2002). According to Rapley (2004) the value of 
in-depth interviews arises from the fact that they move beyond ‘yes-no-maybe’ 
answers and encourage elaborated and detailed responses. 
 
Given that this study is investigating the reasons why companies are disclosing low 
levels of information then the most direct way to access the information was to 
interview senior managers who are in charge of their respective company’s 
environmental and climate change-related affairs. Interview questions were open-
ended and were primarily guided by the research objective (that aims to investigate 
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reasons for the lack of climate change-related corporate governance information) and 
the four propositions derived from the theoretical framework and /or literature review 
(that provides possible explanations about why low levels of disclosure might exist) 
(Cooper and Schindler, 2006). The interviews commenced with a question of more 
‘general’ nature with regards to the companies’ climate change-related corporate 
governance disclosure practices and the rationale for disclosing the information 
currently being provided, followed by more ‘specific’ questions around the reasons 
for non-disclosure (Sekaran, 1992, p. 207). Such an approach (called the funnel 
approach by Festinger & Katz, 1966) ‘facilitates the easy and smooth progress of the 
respondent through the items in the questionnaire’ (Sekaran, 1992, p. 207). It should 
be noted that the possible reasons for non-disclosure were used only as a guide so that 
interviews could remain flexible and allow for other possible factors that might 
emerge from the interview data. Appendix 4 provides the interview guide for 
accomplishing the research objective. A sample copy of an interview transcript is 
produced in Appendix 5. 
7.3.3 Interviewee selection 
 
Because of access and time considerations associated with the collection of interview 
data, the number of companies and participants chosen from each company was 
limited. This study selected participants from the companies identified in the first 
stage of the broader study which investigated climate change-related corporate 
governance disclosure practices of five Australian companies. These companies were 
BHP Billiton (manufacturing/mining), Caltex (oil refinery), Origin Energy (oil, Gas, 
Electricity), Rio Tinto (manufacturing/mining), and Santos Limited (oil and gas). As 
indicated in stage one, the selection of the companies was based on the criteria that 
the company would be in an industry that would be likely to be highly exposed to 
risks and opportunities associated with climate change, and be listed on the Australian 
Securities Exchange (ASX). Stage one also concluded that these selected companies 
were shown to provide fairly low levels of disclosure.  
 
To identify relevant managers able to comment on the climate change-related 
corporate governance policies and related reporting practices, the researcher 
conducted an analysis of the websites of the selected companies. The details of these 
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interviewees appear in Appendix 6. The positions of the interviewees reflect their 
expertise and competency to evaluate the respective company’s climate change-
related corporate governance practices and related disclosure practices. 
Confidentiality was assured and the interviewees are referred to within this study by a 
coded number, the order of which does not necessarily reflect the order in which they 
appear in the Appendix. 
7.3.4 Data collection and analysis 
 
Six in-depth interviews with representatives of the selected companies were 
undertaken over a two month period from September 2010 to October 2010. The 
companies were BHP Billiton, Origin Energy, Santos Limited, and Rio Tinto. Both 
BHP Billiton and Rio Tinto are divided into a number of international businesses 
differentiated by product type. For this stage of the study interviews took place with 
BHP Billiton and BHP Billiton Mitsubishi Coal Alliance, and Rio Tinto Coal 
Australia and Rio Tinto Alcan. Unfortunately it was not possible to interview a 
representative from Caltex30. Whilst the sample size is relatively small it is believed 
that the views provided by the managers of the sample companies (all of which are 
very large organisations with major exposure to risk and opportunities associated with 
climate change) nevertheless provides valuable insights into climate change-related 
reporting practices. 
 
Those who were invited to participate in the interviews received an email invitation, 
explaining the purposes and nature of the research study, along with a sample 
interview guide so that participants might be familiar with the issues to be explored. 
The interviews ranged between 40 to 60 minutes. While this stage utilised an 
interview guide, interview questions were open-ended. Before each interview the 
researcher explained the research project to each interviewee. The interviews took 
place at a time and location of the participants’ choosing, with four of the six 
interviews conducted by telephone31. All interviews were tape-recorded with the 
consent of interviewees and were subsequently transcribed. Transcriptions were 
                                                 
30
 Various attempts to interview corporate representative from Caltex Limited were made including initial emails, 
reminder e-mails, and a number of telephone calls. 
 
31
 There is no significant difference between face-to face and telephone interviewing, when the nature of the topic 
is such that does not need the observation of body language for its understanding (Sommer & Sommer 2002; 
Sturges & Hanrahan 2004). 
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carefully scrutinised against the tape recordings and amendments made where 
necessary. 
 
After transcription, coding of the interview data was performed. According to Miles 
and Huberman (1994), coding drives the retrieval and categorisation of data. The 
approach taken to code interview data in this stage recognised Miles and Huberman’s 
(1994, p. 58) assertion that in order to code interview data one must create a 
provisional ‘start list’ that comes from the conceptual framework of the study, the list 
of research questions, hypotheses, problem areas, and/or key variables brought to the 
study. This method of creating codes is considered as a priori theoretical orientation 
by Creswell (1998) and a logical deductive approach by Charmaz (1990), in contrast 
to the grounded theory and an inductive approach that is based on a posteriori 
(empirical) propositions where the questions would become clarified during data 
analysis (Strauss, 1987; Mathews & Perera, 1996). The use of a priori theoretical 
orientation or a logical deductive approach (Charmaz, 1990; Creswell, 1998) is 
helpful in narrowing the range of possibilities for interpretation, but left the researcher 
open to change and discovery (Maxwell, 1996). Therefore, this stage was also open to 
identifying alternative explanations that might emerge from the interview data. 
 
In this stage the interview data was categorised by locating passages that represent a 
priori constructs, themes or ideas (Walker, 1985; Charmaz, 1990; Maxwell, 1996; 
Creswell, 1998), in this particular case, the four propositions derived earlier. As the 
sequence of the interview questions were such that the interviewee was led from 
questions of a general nature to those that are more specific (Sekaran, 1992), the 
coding starts with an insight into companies’ rationale for current level of climate 
change-related corporate governance disclosure practices. The researcher then 
continued coding to identify the reasons for non-disclosure around the four 
propositions ‘to mark off segments of data’ (Miles and Huberman, 1994, p. 58).  
 
Software, like QSR-NVivo for analysing qualitative data can assist researchers by 
providing better data management, reducing time consuming repetition, and offering 
greater flexibility (Welsh 2002; Basit 2003). However, this package for qualitative 
analysis is usually undertaken for ‘thousands of pages of data’ that could not been 
‘conducted by hand’ (Basit, 2003, p. 145). Because of the limited amount of interview 
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data this stage elected to analyse data manually (for this kind of interview-based study 
please see Deegan and Blomquist, 2006; Islam and Deegan, 2008). In order to provide 
information about comments made within the interviewees, detailed replication of 
quotes are included which allows readers to consider not only the potential 
explanation the researcher has suggested, but also alternative explanations (Ferreira 
and Merchant, 1992). The quotes reproduced were those quotes that represent the 
typical view of the interviewees. Details of any view provided by an interviewee that 
is in contrast to the other participants were highlighted. As indicated by Deegan and 
Blomquist (2006, p. 355), the reproduction of a number of direct quotes helps “guard, 
at least to some extent, against the authors providing their own, potentially biased, 
perspective of what interviewees were saying”. Whilst it is acknowledged that 
providing extensive quotes is not favoured by all researchers, this study considers that 
the provision of the quotes allows this stage to provide a richer insight into managers’ 
perception and understanding with respect to climate change-related corporate 
governance disclosure practices.  
7.4 Results of stage three 
 
The interviews began by seeking a general understanding of the companies’ rationale 
for disclosing the level of information currently being provided32. Respondents 
unanimously indicated that their reporting practices were motivated by stakeholders’ 
interest in information. Reflective of the perceived change in the expectations of the 
stakeholders, it was stated that— 
 
…certainly there is interest from stakeholders. If you go back to the early 2000s, you know back 
then when I started we did not receive many investors’ surveys. We did not receive that many 
questions from the community. Employees were not even interested. But certainly the last ten 
years have seen an increase in stakeholders’ interest, not just about what our carbon emissions are, 
but what governance policies we use internally to manage our contribution to climate change. So 
there is a lot more interest from the stakeholders about how we are managing our climate change 
liabilities and those sorts of things. (Interviewee #5) 
 
I think we are seeing an increase in requests from the stakeholders for disclosure about how much 
GHG we emit, how we could reduce the carbon intensity of our products, and how we manage our 
                                                 
32
 From stage one of this broader study it was found that there is an increasing trend in companies’ climate change-
related corporate governance disclosure practices within annual and sustainability reports over the period of 
analysis (from 1992 to 2007). 
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GHG emissions. I think what you have probably found in our annual and sustainability reports is 
that the change in reporting is based on the increasing request for information about our 
performances and targets. (Interviewee #4) 
 
The above quotes identify managers’ perceptions about the changing expectations of 
stakeholders regarding information. The quotes also reveal a perceived change in 
stakeholder’s interest that has moved from information about general carbon 
emissions to information about how companies manage climate change via their 
governance policies. Corporate representatives were then asked to identify the 
stakeholders who want information from the respective companies. Responses 
included: 
 
There are many interested stakeholders. I suppose the obvious one to come to mind is government 
who has an interest in how we run our business through regulations. Our community is obviously 
another significant stakeholder. All the community around our operations are very interested in 
everything we do around climate change. Employees are another group interested to know what we 
are doing, broadly around sustainability not just climate change. (Interviewee #1) 
 
There are interests from various stakeholders for information. For example, investors are looking 
at companies to see how well they are managing this climate change issue. And there is also 
interest from external groups like NGOs. NGOs are following companies’ statements and 
performance on reducing GHG emissions and monitoring whether companies are doing a good job 
or not or need to do more. (Interviewee #3) 
 
We have four stakeholders. Number one is our shareholders. Number two is our customers. 
Number three is the community that we operate in, and number four is our employees. Then there 
are NGOs. I probably would say that our reporting is mostly aimed at our community and our 
shareholders. Our company has a responsibility to show how we respond and how we deal with 
climate change (Interviewee# 4) 
 
There are interests from stakeholders for information, most recently, from the managers of the 
ethical investment funds. We believe that responding to them can eventually create a competitive 
advantage in the context of a future carbon-constrained environment.  (Interviewee 6) 
 
The above quotes suggest that government, investors, NGOs, customers, employees, 
and the community in general were among the stakeholders who are perceived as 
wanting climate change-related information. Companies’ reporting practices were 
aimed at the information needs of these stakeholder groups. At this stage of the 
interviews the participants were advised about the survey conducted in stage two of 
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the broader study which investigated different groups of stakeholders’ perceptions 
about what companies should disclose in relation to climate change-related corporate 
governance practices33. In that component of this study a disclosure index was 
developed, comprising 31 specific climate change-related corporate governance items 
of information (see Table 6.5 in Chapter 6). The researcher provided the interviewees 
with the index containing the list of information items considered as important by the 
stakeholders in assessing an organisation’s climate change-related corporate 
governance practises34. The intention was to find out whether the respective company 
representatives were aware of the expectations stakeholders have with respect to the 
best practice climate change-related corporate governance information items. The 
respondents were advised that despite the expectations of the stakeholders, much of 
the information within the best practice index was found missing in the respective 
companies’ annual and sustainability reports (that is, within their company’s own 
reports).  
 
Confirming the findings from stage one of this study four out of six respondents 
indicated they had considered, but elected not to disclose various climate change-
related corporate governance items of information. Typical responses included:  
 
I am not trying to say we answer every question that everyone wants to know. I am sure there are 
some gaps. But I believe any gaps are not that significant. (Interviewee #3) 
 
I know there is some information missing. But it does not mean that we will not consider it in the 
process. (Interviewee #4) 
7.4.1 Existence of an expectations gap 
 
Building upon the responses of the corporate representatives that there is a gap in 
current climate change-related corporate governance disclosure practices, they were 
asked to explain why companies’ are not providing more information, more 
specifically information within the best practice disclosure index. A typical response 
                                                 
33
 Stage two found the expectations of stakeholders who were considered as experts who had stronger views than 
the general stakeholders about what information should be disclosed in relation to climate change-related corporate 
governance practices. However, they were also the users of information. Besides, 23.1% of the survey respondents 
were environmental NGOs who usually represent the interest of the wider community (Deegan and Blomquist, 
2006; Islam and Deegan, 2008). In that sense, it can be argued that their information needs also reflect the 
information needs of the general stakeholders. 
 
34
 For telephone interviews, the best practice disclosure index was provided beforehand by an e-mail. 
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to this question was that respondents believed that stakeholders were not interested to 
know such information. 
 
I don’t think that people are interested so much in the absolute number of what we are reporting. 
People mean government, our employees, local communities which we operate in—are interested 
in, as a significant emitter whether we are improving our performance, and how we are improving 
our performance in relation to climate change. (Interviewee #1) 
 
I can’t see there would be a lot of issues people would want to know. Most people don’t want to 
know all these specific climate change-related corporate governance issues [in the index]. Rather I 
guess they are more interested in broader climate change issues. (Interviewee# 2)  
 
The above responses suggest that corporate respondents perceive that stakeholders do 
not want to know about many of the climate change-related corporate governance 
items that comprised the ‘best practice’ disclosure index developed within this study. 
Respondents argued that stakeholders were not interested to know such information as 
not all information is important for their decision making. Typical responses included:  
 
Look, the information needs [of the stakeholders] should also be realistic. Some of them 
[information items within the best practice index], I believe, are neither important nor what 
stakeholders are really interested in. (Interviewee #5)  
 
I don’t think all this information is necessarily important for stakeholders’ decision making. For 
example, regarding separate board committee, we thought about it. But at the same time thought 
what a separate board committee is going to do? I would particularly argue that you need some 
kind of board committee where some of the difficult decisions are getting the right feasibility that 
would drive your organisation forward. If you look at an organisation like us, carbon is such an 
important business driver for us, both on the opportunities and the risks that it is an inherent part of 
what we do and the decisions we make and the way we think.. (Interviewee #4) 
 
Deegan and Rankin (1999) found that an environmental reporting expectations gap 
arises when the users considered environmental information as more important for 
their decisions than is perceived by the preparers. The best practice index was 
developed based on the perception of experts within different stakeholder groups who 
were considered as users as well as having expertise in relation to what is required by 
the users. One of the reasons for the low level of disclosure practices by companies 
compared to the best practices is that corporate representatives perceive that 
stakeholders do not want to know all the issues in the index as these are not perceived 
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to be important for their decision making. Therefore, a gap may arise due to the 
difference in perception between the users and preparers of reports in relation to the 
importance of climate change-related corporate governance information. Based on the 
notion of an expectations gap it was proposed that a low level of climate change-
related corporate governance disclosures by the sample companies is due to 
managers’ perception that various stakeholder groups do not demand such 
information (P1). Consistent with P1, in considering the answers provided by the 
corporate representatives it appears that the notion of an ‘expectations gap’ offers 
some explanation for the current lack of climate change-related corporate governance 
disclosure. 
7.4.2 Cost-benefit consideration  
 
With respect to the question ‘why is some information not being disclosed’, it 
emerged from the responses that companies did not believe that stakeholders wanted 
to know a broad range of issues. Respondents were then asked to explain whether they 
would disclose information if they were aware of the information needs of the 
stakeholders about the issues within the best practice index. In response to this 
question there was an overwhelming consensus among the respondents about some 
information being commercially sensitive, therefore meaning it was not viable for 
them to disclose such information. Responses indicated that a constraint on disclosure 
would be the extent to which the information is deemed commercially sensitive. As 
indicated by one respondent: 
 
We understand that these issues [items in the index] might be important and there might be a need 
on behalf of our stakeholders to disclose that information. We have lots of stakeholders all around 
the world. So you know our reporting is obviously in response to the needs of our stakeholders. 
But again, there is always going to be an example of certain information a stakeholder group wants 
to know that we elect not to report. There is some information which is in confidence for 
commercial reasons, therefore it can not be shared publicly. (Interviewee #1) 
 
This is supported by another respondent— 
 
There is certain information that we can not disclose. There is some commercially sensitive 
information that does not project the company in the best possible way. If it is one such area then 
we would not disclose that information. (Interviewee #5) 
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The above responses suggest that even if managers understand the information needs 
of stakeholders, they would not disclose information if it is deemed commercially 
sensitive. Thus concern over disclosing sensitive information seems to dominate the 
notion of expectations gap as a reason for non-disclosure. When asked what kind of 
information they considered as confidential, the typical responses were: 
 
In the index you mentioned that stakeholders want us to disclose the potential financial 
implications of any climate change policy affecting the organisation. But we do not disclose this 
information for competitive reasons. We have discussed about this in our internal system and then 
decided not to disclose. We cannot disclose for example very specific information about the energy 
consumption by our specific operations because that might be valuable to our competitor, how we 
are doing certain operations, how much energy it takes. So because of our competitive concern we 
cannot necessarily release information. (Interviewee #3) 
 
I think that sometimes declaring certain information can get you into trouble because people can 
take that data and go do things with it. It might also be misinterpreted. Information about energy 
consumption and production can be particularly sensitive. (Interviewee# 2) 
 
We might be doing some stuff that we do not want to talk about. This might relate to some 
strategic programs that we might develop in next few years. We probably don’t want to put them 
in reports if we think that it would bring us competitive disadvantage. We don’t want our 
competitors to know that we are doing this. There is also a risk of influencing the market value of 
the company [disclosing sensitive information publicly]. (Interviewee# 4) 
 
The answers provided by the corporate representatives reveal that there is a cost 
associated with disclosing information around financial implications of climate 
change policies, energy consumption and production, and strategic policies that 
subsequently leads to competitive disadvantage. The quotes also highlight that 
companies’ will attempt to avoid providing information if it can be used for advantage 
by competitors, or where potential misrepresentation of particular information would 
be costly to the organisation (Solomon and Lewis, 2002). 
 
Regarding the cost of disclosures, respondents indicated that there are some data 
collection and distribution costs associated with reporting. However, one respondent 
argued that this cost of disclosure is not that material as it is a part of their ‘business 
as usual’ approach:  
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There are costs associated with reporting, for example, data collection and distribution costs. But 
would it be a significant cost in relation to all of our other costs? No, it would not be. Is it 
significant cost compared to the cost we pay for energy? No it is not. Clearly it’s a small 
proportion of our energy costs each year. However, there are some significant costs. As you know, 
it takes quite a lot of work and involves a lot of time and people within the organisation to make 
sure the information is appropriate and correct. But this cost would not be material, as well as it is  
certainly not insignificant. (Interviewee# 1) 
 
Apart from the above respondent, others perceived that the cost of producing 
information is material for their decision to disclose information. Respondents argued 
that producing annual and sustainability reports, data gathering and processing is 
usually much higher than its benefits warrant. Respondents indicated that because 
many of the benefits of reporting are internal (e.g. better data, identification of 
opportunities for improvement, boosting employee morale), and because these 
benefits are difficult to quantify (e.g. builds credibility and transparency within the 
community, and other stakeholders including shareholders), companies tend to 
underestimate their importance. As indicated by one respondent: 
 
Where it is easy to work out what the cost is, it’s sometimes hard to work out what the benefit is. I 
would say the benefit is somewhat intangible. Disclosing information can help stakeholders to 
make informed decisions. But it’s hard to quantify. We have some understanding of what a cost 
would be for our reporting system. But we don’t really know how to put dollar value to our 
benefits. (Interviewee # 6) 
 
When asked whether they considered that the cost and benefits of reporting have any 
impact on their decision to report information, the typical response was: 
 
I think such an analysis does have an impact. Of course for the disclosure we have to make sure 
that the benefits outweigh the costs. Otherwise why would we disclose? (Interviewee# 3) 
 
The interview responses displayed above indicated that the most important cost 
limiting disclosure is competitive disadvantage (Gray et al, 1990) in relation to 
disclosing commercially sensitive information. Furthermore, the interview responses 
also indicated that the cost of reporting commercially sensitive information appears to 
dominate the notion of expectations gap, as corporate representatives clearly stated 
that even though they understand that particular information is sought by 
stakeholders, they would not disclose it if it is commercially sensitive. This 
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‘commercially sensitive’ argument could be a window-dressing for not wanting to 
disclose the ‘bad’ or ‘negative’ information about the respective companies’ climate 
change-related corporate governance practices. Prior studies found that Australian 
companies are generally more likely to disclose ‘good’ or ‘positive’ information, 
rather than to disclose ‘bad’ or ‘negative’ information (Guthrie and Parker, 1990; 
Deegan and Gordon, 1996; Deegan et al., 2002). Deegan and Gordon (1996) 
documented the environmental disclosures found in the 1991 annual reports of 197 
Australian companies. Their study found that the environmental disclosures by the 
sample companies were mostly of a positive nature with only 7% of companies 
providing negative disclosure. Deegan et al. (2002) argue that companies perceive that 
providing ‘bad’ information would attract criticism from media and other activists 
groups, therefore companies are reluctant to disclose such information. Solomon 
(2010) argues that if companies consider social and environmental disclosure as a 
marketing tool, then they are unlikely to market themselves by providing 
unfavourable information on their environmental activities, thereby preferring to 
focus on the positive aspects only. The results of this stage therefore appear to support 
the findings of prior research.  
 
There are also other direct costs of disclosure which includes the costs of data 
collection, and dissemination. However, the benefits of such disclosure are difficult to 
quantify. The interview responses suggested that if companies perceived that their 
cost of providing information is greater than the perceived benefits, then they would 
not disclose information. As proposed in proposition two, a low level of climate 
change-related corporate governance disclosures by the sample companies is due to a 
perception by corporate managers that the costs associated with making such 
disclosures exceeds related benefits (P2). Based on the interview responses we can 
find support for P2. That is, perceptions of the costs associated with making 
disclosures provide some explanation of the low level of corporate disclosure. 
7.4.3 Notion of accountability  
 
Another potential reason that companies do not disclose particular climate change-
related corporate governance information is that the primary aim of companies is to 
maximise profit for the benefit of their shareholders, rather than accepting a broader 
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accountability to other stakeholders. The interview responses suggested that 
disclosing commercially sensitive information has a potential impact on the 
profitability of companies. Thus corporate representatives indicated a shareholder-
oriented view by focusing on the commercial return of the companies. The following 
comments reveal some of the interviewees’ thoughts regarding this issue:  
 
We have to balance commercial sensitivity. The company can only report what is in the best 
interests of the shareholders and we have commercial information that needs to be protected. 
Commercial profit is one aspect which is often forgotten when people ask for information. If 
stakeholders have all the information [in the index], and if they approach us with those needs, we 
would consider to respond accordingly and on most occasions, if it’s not commercially sensitive, 
then we simply provide this information. (Interviewee #1) 
 
Shareholders, especially institutional shareholders, want us to make commercially sensible 
decisions. You know we are not a philanthropic institution. A lot of decisions that we take are 
based on the business case. So when we make a decision to disclose information we have to make 
sure that shareholders interests are not compromised. We cannot disclose information that might 
have a negative impact on our commercial return. Disclosure of confidential and commercially 
sensitive information may not be necessarily beneficial for the shareholders. (Interviewee 4) 
 
The above statements emphasise that the managers’ decision to disclose or not to 
disclose information is based on ‘economic’ rationales rather than on the basis of a 
duty of accountability towards a wider stakeholder audience. However, demands for 
transparency often relate to social and environmental matters as opposed to 
commercial issues (Crane and Matten, 2007). Avoiding the disclosure of 
commercially sensitive information might protect the interests of the shareholders, but 
it is very difficult to envisage stakeholder accountability being established in a 
situation where managers have such a concern for maximising shareholder value 
(Cooper and Owen, 2007). The best practice disclosures indicate an ideal situation 
where companies should disclose information to fulfil all stakeholders’ right to know 
the information (Gray et al, 1996a). However, by deciding to protect commercially 
sensitive information, companies are prioritising shareholders’ interests. 
 
From the views expressed here, it seems reasonable to conclude that the companies’ 
interviewed did not feel ethically obliged to report certain information – particularly 
information to the extent that is included within the best practice disclosure index 
developed in this study. Their positions imply that economic motivation plays 
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dominant role relative to the broader issues associated with accountability. Based on 
the notion of accountability, it was proposed that a low level of climate change-related 
corporate governance disclosures by the sample companies is due to a perception by 
corporate managers that they have limited accountability (obligations or duties to 
report) in respect of providing climate change-related corporate governance 
information (P3). Consistent with P3, the interview responses suggest that companies 
are accepting limited accountability by not providing as fuller account as they could 
of their climate change-related corporate governance practices.  
 
As identified earlier from the responses of the corporate representatives, there are 
several stakeholder groups who are interested in companies’ climate change-related 
information. The question remains as to whether these groups are perceived as 
powerful enough to motivate companies’ to disclose.  
7.4.4 Lack of demand from powerful stakeholders 
 
Corporate respondents were asked whether the stakeholders, considered as powerful, 
seek information in relation to climate change-related corporate governance practices. 
In response to this question, respondents argued that different stakeholders are 
powerful in different ways. Among them investors and government were considered 
as the most powerful stakeholders. 
 
It’s hard to narrow down that one is more important than the others. They are all different and they 
have slightly different interests in what we are reporting. Certainly investors are one of the most 
important stakeholders. What is really important is that investors can understand that we are 
managing climate change adequately so that they will not feel unsafe with their investment 
(Interviewee #5) 
 
If investors want to know any information we have to provide it to them because we need funds 
from them. We need to demonstrate that we can manage our emissions and reduce our emissions 
as much as possible from the projects that they are investing in. We need to demonstrate that the 
projects are safe, so they are not going to lose their money. Otherwise they do not want to invest in 
our businesses. (Interviewee #3) 
 
The above responses indicated investors, as funds providers, are the stakeholders 
considered as powerful. It indicates that if investors, as a supplier of resources, require 
companies to provide particular climate change-related corporate governance 
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information then companies would provide this information to secure funding. But 
commercial sensitivity would still act as a barrier to reporting. Interview responses 
also suggested that investors are not perceived to be particularly interested in 
improving climate change-related practices of companies and related disclosures. 
Rather, they are more interested in the profitability aspect. 
 
I think investors are certainly powerful stakeholders as they provide funds. If there is any specific 
query we are happy to provide that information. However in case of commercially sensitive 
information we cannot even disclose to our investors. I guess investors also understand that. They 
do not usually require any information that would not be in the best interest of the company or the 
investors. I think they are more interested in commercial profitability of the business rather than 
social responsibility types of things. They are more concerned about the business risks we face 
from climate change, whether it’s going to cost our profit, or how we can utilise the opportunities 
to gain profit. (Interviewee #5) 
 
We try to make sure that we consider the concerns of environmental NGOs, our employees, our 
customers, the community in general who are more interested in our climate change-related 
performances, as well as the concerns of our investors, who are more interested in our commercial 
return. So sometimes there might be some conflicts between which concerns you should prioritise. 
(Interviewee #4) 
 
What this study has found from the responses was that although investors are 
powerful, they are perceived to be more interested in the profitability aspect of the 
business – that is, whether their return on investment is going to be affected. Thus it 
appears from the responses that investors are unlikely to demand information that 
would have an impact on the commercial profitability of the companies in which they 
invest. This concern for profitability versus concerns for environmental responsibility 
(Oliver, 1991) has an influence on corporations’ business practices, including 
reporting practices.  
 
Another powerful stakeholder group with regards to reporting is government because 
of such issues as legal compliance. If it is a particular government requirement, then 
companies feel a need for compliance. Responses included: 
 
Governments are obviously a very important stakeholder. All kinds of governments including 
state, federal and even local. If you have a legal obligation then government have power to make 
you report. If government wants any information we provide them that. (Interviewee #2) 
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However, the following response suggests that at present companies do not perceive a 
great deal of pressure from the government because of the lack of current regulatory 
requirements pertaining to climate change-related corporate governance disclosures. 
 
[Not exactly] I don’t see it [government] as providing much pressure. We have constant 
engagement with the government and it is more like an ongoing discussion around policy 
development, around mechanics of reporting in relation to climate change. I don’t think we feel 
any pressure. Government sometimes asks information like ‘do you have information on the 
emissions impact of your solar project, or do you have actual information around that’. But there is 
not that much pressure on the way we report. Our climate change-related reporting in annual and 
sustainability reports is totally voluntary. There is no legal obligation for us to report on our 
climate change-related governance practices. (Interviewee #4) 
 
While companies do not perceive pressure from the government right now, there is a 
consensus about the future regulatory environment in relation to climate change-
related business practices. Respondents suggested that government regulation would 
be the biggest influence in future period for their climate change-related business 
practices: 
 
I think given where government policies are heading there is potential for government policies to 
have a big impact on businesses. Now we are operating in a more voluntary environment. And it 
will change as we move to a more regulated environment [such as price on carbon, taxes, and 
international trading on carbon]. (Interviewee #4) 
 
Cowan and Deegan (2011) argued that although it is likely that the implementation of 
regulations like the NGER Act 2007 and the proposed CPRS may increase voluntary 
emissions disclosure in annual reports and other media, it is similarly likely that such 
disclosures will continue to be incomplete and inconsistent. When asked how 
respondents perceived that the future regulatory environment might affect company’s 
reporting practices, the following perception emerged (which was reflective of the 
argument made by Cowan and Deegan, 2011): 
 
I do not believe that our voluntary reporting practices would be changed much because of 
government regulation. We are already disclosing our emissions publicly, and doing compliance 
reporting as well. (Interviewee #5) 
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Other stakeholder groups considered as powerful included the ‘community’ in 
general, employees, customers, and NGOs. The following comment is reflective of 
this view: 
 
Community is the one group who can stop us going ahead and expanding into new projects 
through the licence to grow, or license to operate. We also focus on employee engagement. 
Employees have certainly been taking a lot of interest in what we are doing. We have engagement 
programs to share our ideas, to make sure employees know what they are doing. Customers are 
probably the one we listen to more because at the end of the day they pay for everything. So we 
make sure to do what makes them happy. And that’s probably where we focus more and more to 
meet the customer needs. So I think they are all powerful but in different ways. …and then there 
are NGO groups that are interested. We have received a lot of queries from environmental NGOs, 
especially when government policy gets released. There is always a request for more information 
from NGOs for our strategic positioning towards climate change. But it’s hard to say one is really 
more important than the other. (Interviewee #4) 
 
From the above responses by the corporate representatives, it appears that companies 
perceived that the community is a powerful stakeholder because without 
communities’ approval they cannot gain a ‘community license to operate’. Other 
powerful stakeholder groups are employees and customers who are interested in 
organisations’ climate change-related business practices. NGOs are another interested 
group. However the interviewee responses suggest that the stakeholders considered as 
powerful do not seek more information than already provided. Typical responses 
included: 
 
No, we don’t feel any real pressure. I don’t think their influence is great. There haven’t been any 
NGOs or any consumer groups or communities coming to us and complaining that we are not 
doing enough in terms of climate change reporting. We have no pressure from our stakeholders 
that we need to disclose more on climate change issue. (Interviewee #4) 
 
I will not necessarily say we feel pressure to disclose more information from our stakeholders. We 
have never received any complaint that we are not working enough or not disclosing enough on 
climate change. We believe that there is value in us providing information as we can have better 
relations with our stakeholders and they will have a better view of our company if we make 
information available. But our stakeholders do not seek more information than we already 
disclosed. (Interviewee #3) 
 
I would say in terms of our stakeholders such as environmental NGOs, or consumer groups, I am 
not aware that many of them actively seeking further information about our performance. So I 
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wouldn’t say that we have got environmental NGOs coming to see us and say there is particular 
information they would like to know. And its not that we feel any pressure for this public 
disclosure. (Interviewee #2) 
 
Prior literature found that because of the demand from the powerful stakeholder 
groups such as investors, NGOs, and community in general, there was a change in 
companies reporting of some specific aspects of social and environmental 
performance (Deegan and Blomquist, 2006; Epstein and Freedman, 1994; Tilt, 1994). 
Thus the influence of the powerful stakeholder groups can bring change to 
organisation’s corporate practices. However, although considered as powerful, 
corporate respondents had not perceived any great deal of pressure from their key 
stakeholders such as government, investors, NGOs, and the community in general to 
disclose more information in relation to climate change-related corporate governance 
practices. Chang and Deegan (2010) found that because of a lack of pressure from the 
powerful stakeholder such as the government, environmental management accounting 
(EMA) would be less likely to be embraced by universities for the purpose of 
managing environmental costs and minimising environmental impacts. In this study, 
the interview responses indicate that stakeholders perceived as powerful do not 
demand more information, therefore they are not exercising their influence on 
companies to motivate them to disclose climate change-related corporate governance 
information. Due to a lack of demand from powerful stakeholders, it is less likely that 
companies would be motivated to disclose more information. Based on the 
complementary perspectives within the managerial branch of stakeholder theory and 
coercive isomorphism perspective from institutional theory, it was proposed that at a 
low level of climate change-related corporate governance disclosures by the sample 
companies is due to a perception by corporate managers that those stakeholders 
considered as powerful in influencing the operations of the entity do not demand or 
seek such disclosures (P4). In considering the various answers provided by the 
corporate representatives it appears that P4 offers some explanation of the current lack 
of disclosure.  
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7.4.5 Other reasons 
 
The research was also open to identify alternative explanations that might emerge 
from the interview data. There are a few other reasons for non-disclosure which were 
identified by the respondents. Firstly, two respondents emphasised that other than 
annual and sustainability reports, there are other ways to communicate with 
stakeholders. They tended to downplay the importance of annual and sustainability 
reports as a means of communication that are often been considered as the primary 
source of information for users (Brown and Deegan 1998; Tilt 2001; Unerman, 2000; 
O’Donovan 2002).  
 
There are many ways of providing such information. Annual reports etc are the lowest means of 
communication when it comes to meeting information needs. When we have a specific information 
requirement from the stakeholders, we try to meet that request in the most efficient and effective 
way possible. So you know if you only look at one element of our communication, annual reports 
are pretty blunt instrument really. (Interviewee #1) 
 
Secondly, respondents also emphasised the need to keep annual and sustainability 
reports as brief and concise as possible, the implication being that they elect not to 
disclose all the information in such media. This finding can be supported by Teoh and 
Thong (1984) who suggests that companies’ reason for non-disclosure is due to the 
desire to keep the annual report short. As stated by the respondents: 
 
And we do not seek to make our sustainability reports a fully comprehensive document that would 
meet the need of every potential stakeholder, because it would be 1000 pages and therefore it 
would be less useful because there would be too much information. (Interviewee #1) 
 
For some of the information, particularly within the annual and sustainability reports, we always 
get the battle to try to keep them as short and concise as possible. We have been going through 
award processes and certainly try to look at how our sustainability report ranks against others. And 
the general feedback we are getting is that the shorter the better. So sometimes it’s not possible to 
include all information in annual or sustainability reports. (Interviewee #5) 
 
Recent studies emphasised the increasing importance and potentiality of reporting via 
other media such as online or website as an alternative mean of communication (Frost 
et al., 2005; Gallhofer et al., 2006; Lodhia, 2006). Gallhofer et al. highlight the 
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potential benefits of online reporting such as facilitating speedy, two-way interaction 
between potentially many participants, putting much readily accessible information so 
that people can become more informed and so on. Therefore, it is possible that 
companies tend to keep the annual and sustainability reports more concise and make 
the website disclosures more comprehensive which might lead companies to elect not 
to disclose all the information in their annual and sustainability reports. 
7.5 Chapter discussion and conclusion 
 
The stage of the research discussed in this chapter explores potential reasons for the 
lack of disclosures pertaining to climate change-related corporate governance 
information from a company perspective. Having provided an insight into the 
rationale for disclosing the information currently being provided, the interviews were 
utilised to understand the factors responsible for the current low disclosure practices. 
The interview responses suggest that the existence of an expectations gap; the 
perceived costs of providing certain information; the limited perceptions of 
accountability held by the companies; and a lack of demand from powerful 
stakeholders, either singly or in combination, appear to contribute to the apparent lack 
of climate change-related corporate governance disclosures within the Australian 
context. The interview responses provide few other factors that might also be 
responsible for the current lack of disclosures, those being: companies’ perception 
about other ways, other than the annual and sustainability reports, to communicate 
with stakeholders; and keeping annual and sustainability reports short and concise;  
 
The results of this stage of the research identified the potential existence of an 
expectations gap with corporate representatives perceiving that various stakeholders 
do not demand such information. Corporate representatives believed that disclosing 
some of the information items within the index were not particularly important for 
users’ decision making. Corporate representatives also indicated that managers would 
be disclosing information if they were aware of the importance of the information 
required by their stakeholders unless such information was deemed ‘commercially 
sensitive’. 
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There was particular concern about disclosing commercially sensitive information 
relating to climate change-related strategies and policies. Indeed, perceptions of 
commercial sensitivity appeared to be one of the major constraining factors pertaining 
to reporting. Furthermore, because of the intangible nature, companies tended to 
underestimate the benefits of disclosure. Comparing the costs and benefits associated 
with disclosure might influence companies’ decision to disclose information. In 
considering the likely costs associated with disclosing information (due to its 
commercial sensitivity) corporate managers appeared to be advancing the interests of 
shareholders over and above the interests of other stakeholder groups (who arguably 
have a right-to-know about an organisation’s climate change-related governance 
structures). For stakeholder accountability to be established, a less ‘economic’ focus 
needs to be embraced by the companies.  
 
The interview data also reveals that due to a lack of demand from powerful 
stakeholders requiring disclosure, companies are not motivated to disclose a great deal 
of climate change-related corporate governance information. That is, stakeholders 
were not perceived as likely to economically ‘hurt’ organisations if particular climate 
change-related information was not disclosed. Therefore, if particular stakeholders do 
want such information then it may be incumbent upon them to clearly indicate to the 
company that a failure to disclose climate change related information could result in 
economic sanctions being imposed (for example, removal of important supply 
agreements).  
 
This stage of the study suggests that there is a potential need for more stakeholder-
company engagement to ensure that company managers are aware of issues of 
importance to the stakeholders, as well as to assist users in determining what 
information is reasonable to expect given the pressures and constraints under which 
corporations operate (Deegan and Rankin, 1999). 
 
The present study also suggests that actions from the powerful stakeholder groups are 
needed to put pressure on Australian companies to disclose information, including 
commercially sensitive information. In this regard we can consider the case of Nike 
here who, in the 1990s refused to disclose the identity and location of their suppliers 
because of perceptions about it being commercially sensitive information that could 
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be exploited by their competitors (Crane and Matten, 2007). Yet, concerns from the 
stakeholder groups over working conditions in these factories ultimately led to 
economic pressure being exerted on Nike to disclose information, which in 2005, it 
ultimately agreed to do (Crane and Matten, 2007). 
 
The reasons for non-disclosure that have been identified in this stage should assist 
both report prepares and users. Companies would be able to focus on areas where 
stakeholders’ disclosure expectations are perceived as not being met, specifically in 
the area of strategic planning around carbon emissions and production. In highlighting 
the lack of disclosure, this study provides further impetus for strategies to increase the 
extent and quality of climate change-related corporate governance disclosures. It 
would assist report users by providing more clarity with respect to their needs for 
information.  
 
Previous literature shows that organisations voluntarily disclose social and 
environmental information to avoid regulation such as increased taxes (see for 
example Ness & Mirza, 1991; Barth et al., 1997; Mitchell et al., 1997; Freedman & 
Stagliano, 1998; Stanny, 1998). Therefore, there is a possibility that the emerging 
legislative requirements associated with climate change would influence companies’ 
disclosures to avoid regulation such as market penalties or taxes. This stage should 
assist accounting regulators and legislators in developing reporting requirements by 
understanding motives for encouraging companies to provide climate change-related 
corporate governance information. The idea behind mandatory disclosure is that ‘if all 
companies are disclosing there can be no competitive advantage by non-disclosure’ 
(Solomon and Lewis, 2002, p. 166). Therefore, this stage suggests that introducing 
new legislation and standards for disclosure of climate change-related corporate 
governance practices may be able to narrow the apparent lack of disclosure and over-
ride non-reporting decisions associated with issues of commercial disadvantage. 
Future research may require shedding light on the role of regulation in reducing 
information asymmetry in this context.  
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Chapter Eight: Conclusion 
 
 
8.1 Introduction 
 
The purpose of this study was to investigate organisations’ climate change-related 
corporate governance disclosure practices. The first stage of the study involves 
examining the nature of the climate change-related corporate governance disclosure 
practices of five major Australian emission-intensive companies. The second stage of 
the study investigates what different groups of stakeholders perceive that companies 
should disclose in relation to climate change-related corporate governance practices. 
The third and final stage of this study investigates the reasons for the low level of 
information being disclosed by Australian companies. This chapter provides a 
summary of the research findings for each research stage of the study and outlines the 
implications of the findings. Research limitations will then be presented, followed by 
further potential directions within this area of research.  
8.2 Research findings and implications 
 
Three interrelated research stages are investigated in this broader study. Each stage of 
the broader study has particular implications within the environmental accounting 
literature as it focuses on a specific environmental issue – that of climate change and 
related disclosure practices – an area in which limited information is currently 
available (Gray, Dillard & Spence, 2007; Hopwood, 2009). More specifically, this 
study investigates the information companies are providing in relation to their climate 
change-related corporate governance practices – an issue that is yet to be investigated. 
As such, the study also broadens the scope of research within corporate governance 
literature.  
 
The main findings and implications of the findings in each stage are discussed as 
follows.  
 
1. Stage one of this research (Chapter 5) investigates the disclosure practices of 
five major Australian emission-intensive companies (BHP Billiton, Caltex, 
Rio Tinto, Origin Energy and Santos Limited) in relation to climate change-
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related corporate governance practices. In doing so, this stage developed a 
disclosure index consisting of 25 specific climate change-related corporate 
governance issues under eight general categories. The index was formulated 
on the basis of six ‘expert guides’ provided by various research organisations 
and NGOs in relation to what elements should be included within a corporate 
governance system that properly addresses climate change. Therefore, this 
index represents a means of evaluating the ‘quality’35 of disclosures made by 
organisations in regards to reporting information about the corporate 
governance policies they have in place to address the risks and opportunities 
associated with climate change. Utilising this index, this stage employed a 
content analysis tool within annual reports (from 1992 to 2007) and stand-
alone social and environmental reports (from 2002 to 2007) of the sample 
companies to examine the change in disclosure over the period of analysis. 
This is the first known study to provide a longitudinal study investigating the 
disclosure behaviour of companies in relation to climate change-related 
corporate governance practices.  
 
The results of this stage indicate that although there is an increasing disclosure 
trend over the period of analysis, there is a lack of disclosure by major 
Australian companies with regards to climate change-related corporate 
governance practices. The result highlights that while several climate change-
related corporate governance issues have been reasonably well disclosed, none 
of the companies provided disclosures across the majority of the issues 
identified in the disclosure index. The implications of the research findings is 
that with the low level of disclosures currently being made, it is less likely that 
companies’ stakeholders would gain an idea of the risks (such as financial, 
regulative, physical and reputational risks) that climate change, and the 
associated mitigation efforts, pose to particular organisations. The findings in 
this research suggest that there is an opportunity for the companies to increase 
                                                 
35
 The researcher agrees that the quality argument is a little subjective. However, this type of content 
analysis/rating allows for the researcher’s judgement to be impounded in evaluating the value of the disclosure 
made by a company (Cormier & Magnan, 2003; Aerts, Cormier & Magnan, 2006). Aerts et al. (2006) argue that 
whilst subjective, this process of rating ensures avoiding “irrelevant or redundant generalities” in strategic 
environmental reporting (p.312).  
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their level of climate change-related corporate governance disclosure within 
the annual and stand-alone sustainability reports.  
 
2. While stage one is descriptive in nature, it builds the foundation to investigate 
further in stage two (Chapter 6), what climate change experts within different 
groups of stakeholders (including institutional investors, government bodies, 
environmental NGOs, environmental consultancies, researchers and 
accounting professionals) perceive companies should disclose in relation to 
climate change-related corporate governance practices. This stage utilises a 
decision-makers’ perspective within the decision-usefulness theory to 
understand what information users require for their decision-making. The 
theoretical implication is that since the expert users consider these items of 
information useful for assessing organisations’ climate change-related risks, 
this is arguably the most relevant knowledge to prescribe what climate change-
related corporate governance information should be supplied to the users.  
 
An online survey was undertaken at this stage where the participants were 
asked to rate the 25 issues identified at the first stage of the study to explore 
experts’ opinions as to the importance and relevance of identified issues. The 
survey results showed that all 25 issues received mean scores between 3.5 and 
4.5 (out of 5, where 1 represented unimportant and 5 very important), 
indicating that the expert participants considered disclosure of each issue in 
the index important to assess organisations’ climate change-related corporate 
governance practices. Thus the findings of this stage confirm the validity and 
importance of the 25 issues within the preliminary disclosure index developed 
in stage one.  
 
The survey results also found six additional climate change-related corporate 
governance issues, not included in the preliminary index, recommended by the 
respondents. The inclusion of the additional six issues led to the index 
comprising 31 issues under eight general categories. Thus, this research 
provides a ‘best practice’ disclosure index in relation to climate change-related 
corporate governance practices by revising the primary index developed in 
stage one based on the feedback received from the experts. The result of this 
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stage has particular implications in so far as it is the first study (hence fills the 
gap in existing environmental accounting research) in providing a ‘best 
practice’ disclosure index in relation to a specific environmental issue of 
climate change-related corporate governance disclosure practices. The 
findings also suggest that because of the dynamic nature of indices (i.e. they 
may change over time), we need to constantly revisit the notion of a ‘best 
practice’ index. Therefore, future research could continue to evolve this index 
as more issues might be relevant and useful for users in relation to evaluating 
organisations’ climate change-related corporate governance practices.  
 
The findings of this stage also suggest that Australian companies’ disclosure 
practices (found in stage one) fall short of the ‘best practice’ disclosures 
identified in this stage. This finding implies that perhaps there are potential 
barriers to disclosures of information for Australian companies, which lead to 
the research in stage three. 
 
Because of the growing significance of the issue of climate change, the ‘best 
practice’ disclosure index developed stage two would be of relevance to both 
report preparers and users. As this stage sheds light on what information 
should be disclosed by companies, the findings will be helpful for boards and 
managers of companies aiming to better address their climate change-related 
corporate governance practices and related disclosure practices, thereby 
demonstrating climate leadership. The findings will also assist report users 
who seek to assess companies’ climate change-related risks and how they 
respond to these risks by evaluating the information being disclosed by 
companies against the ‘best practice’ disclosure index. The findings will also 
have implications for regulators and standard setters searching for the best way 
to shape policies and regulations regarding climate change-related corporate 
governance disclosure practices. 
 
3. While the first stage of the research is mainly explorative, and thus mostly 
devoted to answer ‘what’ rather than ‘why’ questions, the last and final stage 
identifies the motivations for companies to disclose or not to disclose climate 
change-related corporate governance information. Results of stages one and 
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two suggest that Australian companies’ climate change-related corporate 
governance disclosure practices fall well short of what might be considered 
representative of the ideal situation. Stage three of this study (Chapter 7), 
therefore, investigates the reasons for the low level of climate change-related 
corporate governance disclosures by Australian companies. To accomplish this 
objective, this stage conducted in-depth interviews (both face-to-face and 
telephone) with six senior executives from the companies identified at stage 
one of this study. The results of this research reveal a range of reasons for low 
levels of disclosure.  
 
Based on the notion of an expectations gap, the research identified that a low 
level of climate change-related corporate governance disclosures by the 
sample companies is due to managers’ perceptions that various stakeholder 
groups do not demand such information. The interview responses indicate that 
company managers do not perceive the items of information within the index 
to be important. Therefore, by making companies aware of the difference in 
expectations towards the importance of information between themselves and 
their stakeholders, it may be possible to reduce the expectations gap. This can 
be done by a “dissemination strategy with discussion of academic findings” 
with corporate community (Solomon & Lewis, 2002, p. 166), such as those 
contained in this study. 
 
There was also a perception by the respondents that the cost of providing 
information outweighs the perceived benefits, as benefits are usually internal 
and difficult to quantify. There was particular concern about the cost of 
disclosing commercially sensitive information relating to climate change-
related strategies and policies. The findings suggest that even if companies 
were aware of the information needs of the stakeholders about the issues 
within the ‘best practice’ index, they cannot disclose information if it is 
deemed to be commercially sensitive. Such findings indicate that companies 
seek to bias their disclosure of climate change-related corporate governance 
information by avoiding the disclosure of sensitive information. One possible 
reason for this could be that by not disclosing commercially sensitive 
information, companies try to avoid the disclosure of ‘bad’ or ‘negative’ 
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information about climate change-related corporate governance practices. 
Perhaps companies perceive the potential negative reactions to the disclosure 
of sensitive information to be greater than any perceived benefits of balanced 
reporting (Deegan & Gordon, 1996).  
 
The results also indicate that in considering the likely costs associated with 
disclosing information (due to its commercial sensitivity), corporate managers 
appeared to be favouring the interests of shareholders over and above the 
interests of other stakeholder groups such as NGOs, customers and community 
in general. The finding suggests that companies are accepting a limited duty of 
accountability towards the wider stakeholder groups. The implication is that it 
is very difficult to establish stakeholders’ ‘right to know’ in a situation where 
managers have such a concern for maximising shareholder value only.  
 
Further, based on the complementary perspectives between the managerial 
branch of the stakeholder theory and coercive isomorphism (as explained by 
institutional theory), the interview data revealed that because of a perceived 
lack of demand from powerful stakeholders requiring more information, 
companies are not motivated to disclose a great deal of climate change-related 
corporate governance information. The argument is that higher levels of 
disclosure will only occur when stakeholders such as investors, NGOs and 
media raise their concerns and demands. The theoretical implication is that a 
high level of participation/demand for information from powerful stakeholders 
is required to create pressure that leads companies to disclose more 
information, including commercially sensitive information.  
 
There are two other reasons for non-disclosure that emerged from the 
responses, these being managers’ perception about other ways, other than the 
annual and sustainability reports, to communicate with stakeholders, as well as 
the intention to keep annual and sustainability reports short and concise. This 
finding implies that perhaps annual reports are no longer the most 
popular/important media, at least in the context of climate change-related 
corporate governance disclosure practices.  
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While the reasons for the current lack of climate change-related corporate 
governance disclosures are identified in this stage, such lack of disclosures 
might continue to exist if disclosure practices are left discretionary. However, 
it can be argued that in the absence of regulation requiring disclosures, 
companies that do not disclose information will not survive in the long run if 
they continue this way. Solomon (2010) argues that given recent developments 
in which environmental, social and governance responsibility and related 
disclosure practices are being encouraged, the stakeholders, especially 
institutional investors’ (such as socially responsible investors) expectations 
may change in the long run. Companies that will change their disclosure 
behaviour accordingly will get competitive advantage over the companies that 
will not. If organisations do not act in accordance with the changing 
expectations of the institutional investors/community/powerful groups, then 
the latter might withdraw their support from those organisations and/or take 
action to dispose organisations’ right to operate within the community. Hence, 
it can be argued that theoretically this lack of disclosure cannot be sustained 
for any length of time, as organisations cannot survive without the support of 
the powerful stakeholder groups. 
 
The three research stages together provide us with a comprehensive, but not 
exhaustive, picture to understand the current disclosure practices of Australian 
companies in relation to climate change-related corporate governance practices.  
8.3 Research limitations 
 
While this study has certain implications through the research findings, there are some 
limitations that should be addressed. The following limitations to this study need to be 
noted: 
 
First, the disclosure scoring system applied in stage one obviously has limitations 
that must be acknowledged. For example, it gives a particular item a score of 1 if 
some mention is made of a particular policy or procedure (either its existence, or 
an explicit recognition of its non-existence) without regard to the extent of 
discussion or explanation, and it is equally weighting each item in the index.  
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More details of information provided by the disclosing firms are not further 
categorised using the content analysis method. However, it can be argued that 
such a scoring system (presence or absence of disclosure) requires a lesser degree 
of judgement and is more reliable than the use of classification in which 
information is categorised (Milne & Adler, 1999). 
 
Secondly, stage two of the study developed a ‘best practice’ disclosure index 
using a survey of experts within different stakeholder groups to investigate 
organisations’ climate change-related corporate governance practices. The results 
of this stage should be considered in light of the usual methodological limitations 
inherent in a survey approach, including limited participant numbers, and the fact 
that it is a perceptions-based study relying on the information provided by the 
respondents. The survey respondents’ personal characteristics, including age, race, 
class, ethnicity and gender, could also influence their responses (Cooper & 
Schindler, 2006). This research also acknowledges that there is always the real 
possibility in studies such as this that users of information might tend to overstate 
their demands, or needs, for specific information – particularly if it can be 
obtained at no direct cost to themselves. Therefore, a ‘free-rider’ problem may 
arise as users demand more than managers are prepared to voluntarily disclose. 
Further, it is to be expected that the demands of the ‘expert’ user groups would 
exceed the demands of the ‘average’ users or the members of the community in 
general. The results of this research must be considered in this light. 
 
Thirdly, stage three collected information from, and perspectives of, company 
managers based on a number of interviews with the company mangers identified 
in stage one of the study (BHP Billiton, Caltex, Origin Energy, Rio Tinto and 
Santos Limited). However, despite a number of attempts, the researcher was 
unsuccessful in obtaining an interview with a corporate representative from Caltex 
Limited. Hence, certain insights arising from experience within this company is 
lacking. Besides, due to access and time considerations associated with the 
collection of interview data, the number of companies and participants chosen 
from each company was limited, thereby leading to relatively small sample sizes. 
This reduces the level of abstraction possible in relation to identifying the reasons 
for non-disclosure.  
 185
Fourthly, while useful for soliciting detailed information, in-depth interviews do 
have associated limitations. Inherent in all research using interviews is the issue of 
reliability. Adopting interviews as the method of inquiry enabled stage three of 
this study to collect data that would not otherwise be available, and to gain an 
insight into corporate managers’ perceptions in relation to investigating the 
reasons for non-disclosure. However, the interview responses cannot be deemed to 
be reliable by any absolute measure, as responses could potentially be influenced 
by various factors: from the respondent, in the form of their providing a ‘socially 
desirable’ response, through to faulty memory; or attempts at hiding reality; or 
because of the nature of the task, for instance in administering the questionnaire, 
or the sequence or wording of the questions (Fontana & Frey, 2000). Similar to 
the survey respondents, the interviewer’s personal characteristics (including age, 
race, class, ethnicity and gender) could also be another factor influencing their 
responses. The pre-established nature of structured interviews, as Fontana and 
Frey (2000) point out, minimises the likelihood of these factors. To minimise the 
influence of these potential factors, the researcher first confirmed the anonymity 
of the research and the fact that there would be no expectation of right or wrong 
answers to the questions. Furthermore, to help participants avoid faulty memory 
and to enable them to come to the interviews with a clear mind, they were 
informed in advance about the kinds of questions likely to arise. 
 
Lastly, in relation to the survey and interview data collection procedure, the 
questionnaire distribution procedure and selection of the interviewees were not 
random. The problems of generalising from a non-random sample, therefore, 
should be acknowledged (Gunn, 2002).  
8.4 Suggestions for future research 
 
This study widens the scope of environmental accounting research by focusing on a 
specific corporate environmental issue. In other words, it opens new research areas in 
the voluntary corporate environmental disclosure literature by attempting to 
investigate climate change-related corporate governance disclosure. The following are 
some examples of issues which are worthy of further research that stem directly from 
this research: 
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1. Stage one of this study investigates the nature of the climate change-related 
corporate governance disclosure practices of five major emission-intensive 
companies in Australia. Although this research analyses the disclosure 
practices of a small number of companies, further research could utilise the 
index on a large number of companies, both in Australia and the rest of the 
world, in order to investigate whether the findings can be applied more 
broadly within the other emission-intensive companies. Lewis and Ritchie 
(2003) refer to this as exploring representational generalisation, which asks 
whether what is found in the research sample can be generalised to the parent 
population that the sample is drawn from. Such investigation would also help 
to extend the robustness and applicability of the ‘best practice’ disclosure 
index which is arguably the most comprehensive index developed to-date in 
relation to climate change-related corporate governance practices. In addition, 
utilising the index to compare the disclosure practices of the companies in 
different contexts (for example, developed vs. developing countries, carbon-
intensive vs. carbon non-intensive companies, firms in Kyoto ratifying vs. 
non-ratifying countries), can also be  areas of future research. All these 
contexts appear relevant and important for future research given the growing 
importance of/concern for the issue of climate change in corporate and country 
policy making.  
 
2. The third stage of the broader study (Chapter 7) provides results, generated by 
conducting interviews with six senior executives from some of the most-
emission intensive companies that identified a range of factors responsible for 
the current lack of disclosure in relation to climate change-related corporate 
governance practices. However, clearly there could be a variety of other 
factors that might influence managers’ decisions to disclose or not to disclose 
information (please see Gray et al. (1993) and Solomon and Lewis (2002) for 
a range of other factors for non-disclosure in relation to corporate 
environmental disclosures). More useful and richer insights could be derived 
by undertaking interviews with a greater number of senior executives from 
other emission-intensive companies. With this in mind, this study would 
encourage other researchers to pursue this avenue of research to further build 
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an understanding of the reasons for non-disclosure by Australian companies in 
relation to climate change-related corporate governance practices. 
 
3. Stage three found a perceived lack of demand from powerful stakeholders for 
more climate change-related corporate governance information. The research 
has approached this issue from the perspective of senior executives within 
companies. It would help reveal why the pressure is not present by 
understanding the perspectives provided by different stakeholder groups, such 
as government, NGOs and institutional investors. In-depth interviews with the 
stakeholder groups would be helpful in gaining a greater insight into their 
expectations and activities, such as to collaboration with or confront at 
companies with respect to climate change-related corporate governance 
practices and related disclosure practices.  
 
4. This study provides a platform for research that can be developed further in 
relation to companies’ climate change-related accounting and accountability. 
In light of the significant challenge of mitigating climate change, climate 
change-related government initiatives, such as carbon markets and carbon 
taxation, have been taking place in different country context that has 
accounting and reporting implications (Bebbington & González, 2008). In 
Australia, for example, the expected forthcoming emissions trading scheme 
will provide a further incentive for companies to extend their climate change-
related management, accounting and disclosure, thus yielding input for studies 
into this area. This study would encourage other researchers to pursue this 
avenue of research, specifically to find out the disclosure reactions to the 
implementation of emissions regulations (such as emissions trading and/or 
carbon taxation).  
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Appendix One: Plain Language Statement (Introductory E-
mail) 
 
 
Dear Participant, 
 
You are invited to participate in a research project being conducted by RMIT University.  
These two pages are to provide you with an overview of the proposed research. Please read 
these pages carefully and be confident that you understand its contents before deciding 
whether to participate.  If you have any questions about the project, please ask one of the 
investigators.   
 
I am a PhD candidate at School of Accounting in RMIT University. This project is being 
conducted as a part of my PhD. My research supervisor for this project is Professor Craig 
Deegan and my second supervisor is Dr. Robert Inglis. The project has been approved by the 
RMIT Human Ethics Committee. 
 
Participation in this project is completely voluntary. There are no perceived risks associated 
with participation outside the participants’ normal day-to-day activities. If you are unduly 
concerned about your responses to any of questions or if you find participation in the project 
distressing, you should contact Professor Craig Deegan as soon as convenient. Professor 
Craig Deegan will discuss your concerns with you confidentially and suggest appropriate 
follow-up, if necessary. 
 
My PhD topic is based on “Climate change-related corporate governance disclosure practices 
by Australian companies”. One of the important objectives of my project is to develop climate 
change related corporate governance ‘best practice disclosure index’ for the companies. I 
have developed a climate change related corporate governance disclosure index (based on 
some previous studies including CERES (2006), AMP Capital (2002), Business for Social 
Responsibility (2007), Carbon Disclosure Project (2006, 2007), GRI and KPMG (2007) and 
Association of Chartered Certified Accountants (ACCA) (2007)), to identify companies’ 
disclosure practices. To develop this index comprehensively and to understand what climate 
change-related corporate governance information items are important for users decision-
making, I need expert suggestions. As you are a distinguished expert in this contemporary 
area, I believe that you can offer valuable insight to this project.  
 
 
I am asking you to participate in this survey so as to provide us with your perceptions and 
expectations on corporate climate change-related corporate governance practices and 
associated reporting practices by Australian companies. To find the survey questionnaire, 
please follow the link below. If you click on the “submit” button, then it would confirm your 
willingness to participate in this survey. Any information you provide will be considered 
privileged and confidential. The privacy of you and confidentiality will be strictly maintained 
in such a manner that without your consent you will not be identified in the thesis report or 
any related publication. With your permission, any information you provide may be disclosed 
if it is to protect you from harm. Identified survey data will only be seen by my supervisors 
and examiners who will also protect you from any risk. The survey data will be kept securely 
at my supervisor office at RMIT for a period of 5 years before being destroyed. The data 
collected will be analysed and the results published in academic journals and conferences 
without including information that can potentially identify you. Thus, reporting will protect 
your anonymity.  
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I would be happy to provide details of the results of the research should you wish. 
As a participant, you have the right to withdraw your participation at any time, without 
prejudice; to have any unprocessed data withdrawn and destroyed, provided that data 
pertaining to your responses can be reliably identified, and provided that in so doing, it does 
not expose other participants to undue risks. Your participation will involve you completing a 
questionnaire that will take about 30 minutes. During your participation you will be able to 
withdraw partially or completely to answer questions.  
 
If you have any queries about the PhD research project, please do not hesitate to contact me or 
my supervisor, Professor Craig Deegan, School of Accounting and Law, RMIT University, 
Melbourne. Email: craig.deegan@rmit.edu.au, Tel. +61 3 9925 5750, or my second 
supervisor Dr. Robert Inglis, Email: robert.inglis@rmit.edu.au, Tel. +61 3 99255715.  
 
 
Thank you very much for your attention. 
 
 
Yours Sincerely 
 
Shamima Haque 
PhD Candidate 
School of Accounting and Law 
RMIT University 
Office: Level-13, Post-Graduate Research (Desk-4) 
239 Bourke Street, Melbourne, VIC 3001 
Email: Shamima.haque@rmit.edu.au 
Tel. +61 3 992 51664 
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Appendix Two: Reminder E-mail 
 
Dear Participant, 
 
Recently I wrote to you to ask that you kindly participate in a research project being 
conducted by RMIT University. I am a PhD candidate in the School of Accounting at RMIT 
University. This project is being conducted as a part of my PhD, which aims to explore what 
climate change-related corporate governance information stakeholders perceive as important 
for their decision-making.  
 
As you are a distinguished expert in this contemporary area, I believe that you can offer 
valuable insights to this project, which will help to improve our understanding of this area.  
 
If you have already responded to this online survey, please disregard this e-mail. If you have 
not a chance to complete the survey, I would like to re-invite you to participate. Your views 
are not only important but also contribute to the representativeness of the findings.  
 
The original cover letter with the link to the survey is reproduced below. 
 
Your time and support is much appreciated. 
 
Yours Sincerely 
 
Shamima Haque 
PhD Candidate 
School of Accounting and Law 
RMIT University 
Office: Level-13, Post-Graduate Research (Desk-4) 
239 Bourke Street, Melbourne, VIC 3001 
Email: Shamima.haque@rmit.edu.au 
Tel. +61 3 992 51664 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 221
Appendix Three: Respondents’ profile 
 
Experts 
within 
Different 
Groups (N) 
Positions Organisations 
 
 
 
 
 
 
 
 
Accounting 
professionals 
(8) 
1. Senior Policy Adviser (provides CPA Australia’s 
policy statement about emissions trading, involved in 
development of new financial reporting standards for 
emissions trading) 
CPA Australia 
2. Head of corporate social responsibility and 
sustainability  
Anonymous 
3. Partner-climate change and sustainability services, 
national climate change leader   
Ernst and Young 
4. Partner-climate change and sustainability service  Ernst and Young 
5. Policy adviser on corporate regulation (including 
reporting and Assurance frameworks for climate 
change issues) 
CPA Australia 
6. Anonymous 
Institutive of Chartered 
Accountants in 
Australia 
7. Policy adviser  Anonymous 
8. Director, environment and sustainability services Anonymous 
 
 
 
 
 
 
 
 
 
Environmental 
NGOs (9) 
9. Director/Founder, climate change activist group  
LIVE (LIVE supports 
and works with leading 
environmental groups 
and other community 
based climate change 
action groups to reduce 
greenhouse gas 
emissions are reduced) 
10. Integrated Sustainability Services Manager 
(working with local government) 
ICLEI Oceania, 
Environmental and 
sustainability NGO  
11. Director of Strategic ideas, Legal advisor- (leads 
ACF's advocacy on corporate environmental 
responsibility issues) 
Australian 
Conservation 
Foundation 
12. Director  (has 15 years experience in industry, 
government and the environment movement 
developing environmental policies and working in 
communications, works with State Governments, 
industry and other organisations on advancing action 
on climate change) 
The Climate Group 
13. Climate and Energy Campaigner (develops and 
communicates plans, policies and other materials that 
illustrate how Australia can move from a fossil-fuel to 
a renewable energy-based society, co-authored several 
reports whilst at Greenpeace about climate change) 
Greenpeace Australia 
Pacific 
14. Director (working at the community level to 
address the issues of global warming) 
Cool Melbourne 
15. Manager, States and Region program  The Climate Group 
16. Co-ordinator, Climate and Energy Campaign Greenpeace 
17. Anonymous Anonymous 
 
 
18. Associate (sustainability assurance and 
advice/consultancy) 
Banarra 
19. Director  THRIVE 
 222
Environmental 
consultancies 
(3) 
Sustainability Services 
20. Director (climate change consultancy) (was  
presented a UN Environment Program Global 500 
Award in 1989) 
Graeme Pearman 
Consulting Pty Ltd.  
 
Government 
bodies (2) 
21. Superintendent, National Climate Centre, Bureau of Meteorology 
22. Anonymous Anonymous 
 
 
 
Institutional 
investors (5) 
23. Managing Director  
Risk Metrics Group, 
Innovest Strategic 
Value Advisors 
24. Director  
(also worked in partnership with Zurich-based 
Sustainable Asset Management (SAM), established and 
managed SAM’s operations in Australia) 
Generation Investment 
Management  
25. Research Analyst AMP Capital Investors 
26. Head of Corporate Responsibility and 
Sustainability  
Westpac 
27. CEO, (governance research and engagement 
service provider) 
Regnan 
 
 
 
 
 
 
 
Researchers 
(9) 
 
 
 
 
28.  Emeritus Professor  
Griffith University 
(also President of 
Australian 
Conservation 
Foundation) 
29. Director 
ARIES (Research 
Institute in Education 
for Sustainability 
30. Academic (expertise in environmental and 
sustainability issues) 
RMIT University 
31. Professor, Innovation Leader Sustainability   Anonymous 
32. Coordinator, Australian Climate Change Science 
Program,  
CSIRO Marine & 
Atmospheric Research 
33. Principal Research Scientist, (also Chair of the 
Joint Scientific Committee of the Geneva-based 
World Climate Research Programme) 
CSIRO Marine & 
Atmospheric Research 
34. Research Program Leader  Anonymous 
35. Theme Leader - Adaptive Primary Industries, 
Enterprises and Communities Climate Adaptation 
Flagship  
CSIRO Marine & 
Atmospheric Research 
36. Anonymous Anonymous 
Others (for ex: 
Law firm, 
consumer, 
media) (3) 
37. Senior Associate,  Climate Change, Renewable 
Energy Law, Environmental Advisory 
Baker & McKenzie 
38.Senior Policy Advisor Sustainability CHOICE (consumer 
association) 
39. Group Manager, Environment and Climate Change 
(held the position of Manager of News Limited's 
Environment and Climate Change Department since 
the company first formally began to address 
environment in 1990) 
News Limited 
Total    39   
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Appendix four: Interview guide 
(More questions may arise based on the answers provided to the following 
questions) 
 
1. What are the policies the company has taken in the corporate governance practices 
in response to climate change? For example does the company discuss climate change 
at the board level? Please describe  
 
2. As I have found in your company’s annual reports, your reporting practices in 
relation to climate change-related governance practices has changed over the years. 
For example, in annual reports some new information can be found that were absent 
before, such as:  
Could you please explain what brings about these changes? 
 
3. Could you please identify the stakeholder group who wants to know such 
information? 
 
4. How often there is engagement with the stakeholders when these reporting needs 
are considered and in what ways? Please provide details.  
 
5. What are the key climate change issues raised by the stakeholders (if at all)? Does 
your company respond to all the climate change issues raised by stakeholders?  
 
6. I conducted a survey on different stakeholder groups such as institutional investors, 
environmental NGOs, government bodies, and found that they want to know many 
climate change-related governance information such as… As I have found in 
company’s annual reports, and as you mentioned about your governance practices, 
some of these information are missing …what is your opinion about this? Could you 
please explain why this information is not being disclosed?  
 
7. Does the power of a stakeholder have any impact on you decision to report 
information? Who do you consider as a powerful stakeholder regarding this reporting 
issue and why?  
 
8. Does the company feel any pressure to account for its impact on climate change? 
Who imposes the pressure? How does the company react to the pressure and what are 
the actions taken?  
 
9. What is your opinion about the benefits associated with the reporting of climate 
change-related information, especially climate change-related governance 
information? Do you think reporting of information brings any benefit for the 
company? What are the major benefits included in reporting? Please describe. 
 
10. What is your opinion about the costs associated with reporting (preparing and 
presenting the information)? What are the major costs included in reporting? Please 
describe.  
 
11. Does the perceived cost-benefit of reporting have any impact on your decision to 
report information?  
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12. What factors do you think will be the biggest influences on climate change-related 
issues, especially reporting issue, in the next five years and why? How do you think 
this might affect your company’s reporting practices? 
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Appendix Five: An Example of Transcription of 
Interview 
Transcript No.1 
Date of Interview: 20.09.10 
Duration: 45-60 Minutes 
(Key answers with additional comments Identified) 
 
 
1. What are the policies the company has taken in the corporate governance 
practices in response to climate change? For example does the company discuss 
climate change at the board level? Please describe. 
 
Answer. We have a climate change division which built around three pillars—first, to 
engage with governments to try and contribute positively to the debate on climate 
change. We discuss around what sorts of policies might be effective in reducing 
emissions while at the same time being able to maintain economic growth and 
standard of living which will become accustomed, I guess. 
 
Second pillar (there is no particular order) is to reduce emissions from our own 
operations. So you know we have a target to reduce emissions from all our operations 
around the world. We have a number of initiatives underway to understand how to 
better manage energy and reduce GHG emissions from our footprint.  
 
Finally, the last pillar is to build low emissions pathway for our products. Our 
company is a significant supplier of ‘X’ products to the world and notably that include 
coal and aluminium. Coal of course is the most emission-intensive fossil fuel and 
aluminium uses a lot of electricity to be produced. So they are two examples where 
our company put quite a lot of focuses on trying to build low emission pathway to 
product. It’s probably the best example that we have the hydro energy joint venture 
with ‘A’ where we looking at building at full commercial scale coal fire and other 
possible fossil fuel fire plant in California which has carbon capture and storage. Our 
company has been contributed to coal 21 fund which raise billion of dollars over a 10 
years period to support low emissions coal technology, development of employment 
we engage with international agencies, carbon sequestration leadership forum, and 
global carbon capture and storage institute, probably a few other I forgot to mention, 
for our technology and economic policy about climate change. So climate change is 
something that we take quite seriously. We invest serious money in terms of trying 
and contribute to its mitigation. We know that it’s a very difficult challenge. There is 
one thing that we learned from our investment in hydro-energy California, for 
example, eco project, that it’s very difficult to reduce emissions and its very very 
expensive. 
 
2. As I have found in your company’s annual reports, your reporting practices in 
relation to climate change-related governance practices has changed over the 
years. For example, in annual reports some new information can be found that 
were absent before, such as: your company has some senior executives have 
specific responsibility for relationships with government, the media and the 
community with a specific focus on climate change (from 2003) 
 
 226
Could you please explain what brings about these changes? 
 
Answer. Well I suppose many things change as in our company, as the issue of 
climate change evolves, the responses of the company evolves with it. Last year or the 
year before we appointed a managing director of energy in climate strategy within our 
company. And since that time that gentleman has been developing his team around 
him. Right now he has quite a significant team with people in Brisbane, Australia, 
people in Melbourne, people in Salt lake city, US, London and people of Washington, 
Denver as well. So it’s quite a significant team that our company has established in 
order to understand and drive our strategies and policies around climate change and 
energy. Because there clearly are very significant risks going forward to any large 
energy user and energy producer like us, arising from climate change. So you know 
our responses to resource team to able to what the risks and opportunities might be 
because risk is also opportunity. And then to develop the strategies and policies to 
best control the risks in our position well to take advantage of any opportunities that 
might arise. Certainly there are more risks than opportunities. So that sort of increase 
the disability, increase resources within the company and internal program that drives 
would have contributed to changes in our reporting practices, 
 
3. These risks and opportunities as you mentioned, is there any stakeholder 
group who wants to know such information about the risks and opportunities 
associated with your climate change-related governance practices? Who are your 
major stakeholders? 
 
Answer. The major stakeholders? There are many interested stakeholders. I suppose 
the obvious one to come to mind is government who has an interest in how we run our 
business through regulations. Our community is obviously another significant 
stakeholder. All the community around our operations are very interested in 
everything we do around climate change. Employees are another group interested to 
know what we are doing, broadly around sustainability not just climate change.  
 
4. How often there is engagement with the stakeholders when these reporting 
needs are considered and in what ways? Please provide details. 
 
Answer. With government at all the time, continuous. And so there is always to say 
something about climate change especially over the last few years and in a period of 
policy development. So there is an ongoing discussion around policy development, 
ongoing policy discussion around mechanics of reporting, for example. And NGOs, 
we are engaged constantly with various committees that our work towards improving 
this structures. So engagement with government is the most constant. And it is pretty 
well continuous. With our community there is constant engagement, but it is not just 
about climate change. It is about a range of issues. Climate change is just one of the 
issues we consult with the communities. And probably the most obvious example 
about consultation with communities is that we have self fronts in the town near we 
operate. We have regular newsletters that go to the communities, we engage with 
communities in a whole range of factors. We have community development funds, we 
provide the money but it is actually the committee, made up with the community and 
we are just one member of that community that decides how to spend that money in 
the interest of the community. So how often do we communicate—specifically on 
climate change within communities—well, I do not know, it depends; we do not just 
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have a timetable on every month to talk about climate change. Community needs and 
expectations and issues community can just force an arbitrary timeline upon them. It 
is got to be something that have an interest, you know, otherwise consultation become 
unwelcome. 
 
5. What are the key climate change issues raised by the stakeholders (if at all)? 
Does your company respond to all the climate change issues raised by 
stakeholders?  
 
Answer. The key issues raised from them is for example, the climate change policies, 
so what policies will be effective in reducing emissions whilst meeting communities 
other expectations regarding sustainable development that probably the number one 
issue of our consultation. The next issue would be what actions we are taking to try to 
reduce emissions and how we contributing towards more generally development of 
technology that might be effective of reducing emissions. There are probably 2 or 3 
main issues and do we respond—absolutely we do--through community meetings, 
submission to government, government enquiries, in reports that we produce, in 
papers in conferences, through industry associations that were members of, you know 
through a whole range of initiatives. 
 
6. I conducted a survey on different stakeholder groups such as institutional 
investors, environmental NGOs, government bodies, and found that they want to 
know many climate change-related governance information such as (an 
organisation has a specific board committee for climate change and greenhouse 
gas (GHG) affairs, or The board should understand and disclose the potential 
financial implications of any climate change policy affecting the organisation).  
As I have found in your company’s annual reports, and as you mentioned about 
your governance practices, some of these information are missing.  
 
What is your opinion about this? Could you please explain why this information 
is not being disclosed? 
 
Answer. We understand that there is a need on behalf of our stakeholders to disclose 
that information [items in the index]. We have lots of stakeholders all around the 
world. So you know our reporting is obviously in response to the needs of our 
stakeholders. The reason you report is because you believe that your stakeholders 
should know certain information. But I don’t think that people are interested so much 
in the absolute number of what we are reporting. People mean government, our 
employees, local communities which we operate in—are interested in, as a significant 
emitter whether we are improving our performance, and how we are improving our 
performance. Then they might be looking at what else we would be doing to try to 
improve our climate change-related corporate performance. So, we always report on 
our performance which I believe is enough to satisfy stakeholders’ interests. But 
again, there is always going to be an example of certain information a stakeholder 
group wants to know that we elect not to report. There is some information which is in 
confidence for commercial reasons, therefore it can not be shared publicly. So I 
suppose my response does not sound surprising. There are individual pieces of data 
that we do not report or have not reported that people would like to see. People would 
always want us to report everything. Clearly we cannot. Another important thing is 
there are many ways of providing such information. Annual reports etc are the lowest 
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means of communication when it comes to meeting information needs. When we have 
a specific information requirement from the stakeholders, we try to meet that request 
in the most efficient and effective way possible. So you know if you only look at one 
element of our communication, annual reports are pretty blunt instrument really. And 
we do not seek to make our sustainability reports a fully comprehensive document 
that would meet the need of every potential stakeholder, because it would be 1000 
pages and therefore it would be less useful because there would be too much 
information.  
 
7. What kind of information do you consider as commercially sensitive? 
 
Answer. Well, there is certain amount of competitive confidentiality of course in that. 
The great majority of analytical work that a company does in terms of the influence of 
number of things, whether there are policies or change in exchange rate or changes in 
other types of prices or shift in marketing circumstances, a whole host of forces that 
can have an influence on companies’ profitability, how it forecast its future, political 
values of a company, and climate change policy just one aspect of it. You can not 
report it all or you should not report it all. That would not be practical or 
commercially sensible.   
 
8. The stakeholders, as you know, sometimes have the power to influence 
organisations’ practices, including reporting practices. What do you think? Do 
you consider the stakeholders you mentioned earlier have the power to influence 
your reporting practices? 
 
Answer. The only reason you report anything publicly is to meet the needs of the 
stakeholders. Otherwise why do it? You know, what is the meaning of reporting to 
yourself? You report because it demonstrates the need or want on behalf of 
stakeholders to know certain information. All you reporting because you believe that 
your stakeholders should know certain information. But at the same time we have to 
balance commercial sensitivity. The company can only report what is in the best 
interest of the shareholders and we have commercial information that needs to be 
protected. Commercial profit is one aspect which is often forgotten when people ask 
for information. If stakeholders have all the information [in the index], and if they 
approach us with those needs, we would consider to respond accordingly and on most 
occasions, if it’s not commercially sensitive, then we simply provide this information. 
Transparency within the bound of commercial sensitivity is something that we value. 
 
9. Does the company feel any pressure to account for its impact on climate 
change? Who imposes the pressure? How does the company react to the pressure 
and what are the actions taken? 
 
Answer. I think every company that is a large energy user and large energy producer, 
and therefore relatively large emitters feel some kind of pressure because it is an issue 
important to the community. I can not tell you any specific pressure we feel, the 
pressure is not just about climate change, but about many other issues around 
sustainability, so it is a kind of, you know, general pressure to remain sustainable in 
the eyes of the community in general. 
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10. What is your opinion about the costs associated with reporting? What are the 
major costs included in reporting? Please describe. 
 
Answer. There are costs associated with reporting, for example, data collection and 
distribution costs. But would it be a significant cost in relation to all of our other 
costs? No, it would not be. Is it significant cost compared to the cost we pay for 
energy? No it is not. Clearly it’s a small proportion of our energy costs each year. 
However, there are some significant costs. As you know, it takes quite a lot of work 
and involves a lot of time and people within the organisation to make sure the 
information is appropriate and correct. But this cost would not be material, as well as 
it is certainly not insignificant.  
 
11. What is your opinion about the benefits associated with the reporting? 
 
Answer. As I told this most of reporting is a blunt instrument. And it would get much 
better value through direct engagement with particular focal groups to meet the 
specific information needs. Then you do simply putting in your report or put in your 
website which is really that would be a minimum requirement and we do a lot more 
than just producing reports, and put on information on our websites. 
 
12. Does the perceived cost-benefit of reporting have any impact on your decision 
to report information?  
 
Answer. Not in that sense, because we do provide information publicly for so long, I 
don’t think there is a cost benefit so much. It’s just the cost around the business, and 
the benefit is somewhat intangible. Where it is easy to work out what the cost is, it’s 
sometimes hard to work out what the benefit is. But at least there is no lack of 
transparency. It’s always out there and people can’t accuse us that we are not 
disclosing. So I guess that is a huge benefit but it’s hard to quantify. 
 
13. What factors do you think will be the biggest influences on climate change-
related issues, especially reporting issue, in the next five years and why? 
 
Answer. Probably the economy which I believe. It would be the economy of any 
country. When the economy is going very well, people have lots of money in their 
pocket, unemployment is low, things are going well, the focuses on environment al 
issues generally climate change more specifically, tend to increase. People become 
suddenly very interested about climate change and very interested in emissions and 
public support for action increases very significantly. And that of course drives 
government policy and that also drives response from the private sector who are just 
part of the community like anybody else and act as a part of the community. And 
respond to community needs as well. When the economic conditions are less 
favourable and more unemployment, and the outlook is more uncertain and people 
have less money in their pocket etc, like Global Financial Crisis in the last couple of 
tears, suddenly the level of interest in climate change and environment al issues drops 
very dramatically. People suddenly much more concerned about their own economic 
prosperity and future. And as a result a more engaging on economic issues than on 
environmental and climate change in particular. So the largest factor that influences 
community expectations, company like us are part of the community is really the 
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economy. There are very clearly 6/7 interest in climate change increases dramatically 
leading up to Copenhagen in 2009. After that interest dropping very fast because of 
the GFC. GFC certain people focused on the economy. Now most countries focus on 
the economic recovery and interest in support of climate change is still pretty low. It 
has not yet recovered. So that is I think by for is most significant factor in determining 
how the community expectations on climate change and reporting change overtime. 
 
14. How do you think this might affect your company’s reporting practices? 
 
Answer. The only thing that how it affects is that how we respond to the community 
because if we do not communicate with communities responses, you have to 
responding to their needs. it certainly does change our internal activities on climate 
change. The three pillars. Our work program is based on those and that pretty much 
independent of what the short term in terms of community expectations. Because you 
know that climate change is a long term thing, 10 years or over 20 years, it’s a multi-
decadal 100 years issue. And so your program needs to be built with that in mind. 
Very much a long term issue, it’s never going to be solved. It’s always going to be 
with us, just a matter of degree, its not like you start a meeting today and then start the 
meeting again tomorrow. The problem comes back, it is for ever. So its short term 
issue really only effect the information we provided, doesn’t effect the core program 
because the core program is the long term program. The information we provide does 
not affect the program because the whole program is a long term program.    
 
15. Is there anything else you would like to add? 
 
Answer. No, I think we have already discussed enough issues.  
 
Thank you so much for giving me your valuable time. 
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Appendix Six: List of interviewees 
 
Company Position 
BHP Billiton Group 
 
Group Manager, Climate Change and 
Energy 
 
BHP Billiton Mitsubishi Coal Alliance  
 
Manager, Climate Change 
 
Rio Tinto Coal Australia  Manager, Climate Change, External 
Relations  
Rio Tinto Alcan  Manager, Climate & External Policy 
 
Origin Energy Head of Innovation, Retail, Origin 
Carbon 
 
Santos Limited  Climate Change Analyst, Climate 
Change & Sustainability 
 
Note: as indicated within the text, to maintain anonymity interviewee labels 1-5 within 
the text do not necessarily apply in the order in which the interviewees appear in the 
appendix. 
 
